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      1                  MS. COMBS:  Good morning.  I'm
 
      2   delighted to welcome you-all here to Austin.  My
 
      3   name is Susan Combs and I am the Commissioner of
 
      4   Agriculture for the State of Texas.  I'm delighted
 
      5   that we've gotten such a great response for this
 
      6   event, because trade is, of course, an extremely
 
      7   important issue.  I'm delighted to see my friend
 
      8   Betty Brown here, representative of the farming and
 
      9   ranching community.
 
     10                  We are here today to give both the
 
     11   Texas and the regional perspective on international
 
     12   trade to the negotiators who will be involved in the
 
     13   next round of World Trade Organization talks.  The
 
     14   WTO ministerial begins on November the 30th in
 
     15   Seattle.  Today we are going to hear about what has
 
     16   worked and what hasn't worked in the global trade
 
     17   arena.
 
     18                  This listening session here in Austin
 
     19   is one of 12 regional hearings being held nationwide
 
     20   to give negotiators a chance to meet face to face
 
     21   with farmers, ranchers, and commodity groups and



 
     22   hear their concerns.  We're also very pleased to
 
     23   have some distinguished visitors from our
 
     24   neighboring states; I believe that Roy Johnson is
 
     25   here from the -- the director of marketing
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      1   development for the Louisiana Department of
 
      2   Agriculture and Forestry, and I think Rick Maloney
 
      3   is here, the director of marketing and development
 
      4   services from the Oklahoma Department of
 
      5   Agriculture.
 
      6                  Let me talk a little bit about
 
      7   Texas.  Texas has a major stake in the resolution of
 
      8   several trade issues during this next round of
 
      9   negotiations.  After all, our state is one of this
 
     10   nation's leading agricultural exporters.  We rank
 
     11   among the top five states in overall value of ag
 
     12   exports, with our exports from this state worth 3.1
 
     13   billion dollars in 1997.  As overseas economies
 
     14   begin to improve, Texas and U.S. farmers and
 
     15   ranchers must have fair trade and fair access to
 
     16   these growing global markets.  Texas supports free
 
     17   trade as long as our trading partners are willing to
 
     18   support a fair and equitable system.
 
     19                  One major issue is the timely
 
     20   resolution of trade disputes, especially when
 
     21   perishable products are involved.  We need quicker



 
     22   ways to resolve disputes and a system to anticipate
 
     23   and mediate differences before they become major
 
     24   disputes.  Right now the World Trade Organization is
 
     25   the arbitrator of the last resort.  One solution
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      1   could be groups, such as a proposed U.S./European
 
      2   Union Trade Dispute Panel, that would work as an
 
      3   early warning system to resolve arguments in their
 
      4   infancy.  This proposed panel is a good start, and
 
      5   I'm sure we can come up with other ways to make the
 
      6   trade dispute process speedier and more workable.
 
      7                  Another trade issue involves animal
 
      8   and food safety, known in trade groups as sanitary
 
      9   and phytosanitary restrictions.  We must end the
 
     10   practice that some nations have of hiding behind a
 
     11   so-called food or animal safety veil when the
 
     12   science is not there.  Sound science, not unfair
 
     13   protection of local markets, must be the criterion
 
     14   for fair global trade.
 
     15                  Other countries are also lagging
 
     16   behind in commitments made during the last trade
 
     17   negotiations to remove agricultural tariffs and
 
     18   subsidies.  The European Union is still being
 
     19   allowed to spend nearly eight billion dollars in the
 
     20   year 2000 to subsidize agricultural exports.  This
 
     21   is more than eight times the United States



 
     22   expenditures of 600 million for the same year.
 
     23   While the United States has stood by the original
 
     24   commitment to reduce export subsidies, other
 
     25   countries have taken advantage of this situation to
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      1   gain market advantage.  All WTO members must follow
 
      2   through on their commitments to work toward
 
      3   eliminating export subsidies.
 
      4                  Reducing tariffs is another area that
 
      5   needs work.  The U.S. Department of Agriculture
 
      6   reports that tariffs on U.S. exports averaged more
 
      7   than 50 percent.  50 percent, compared to imports in
 
      8   the United States which were subject to tariffs of
 
      9   less than five percent.  The United States should
 
     10   not have to reduce its tariffs any further until
 
     11   other countries follow suit.  This clearly is an
 
     12   unfair situation that shuts our producers out of
 
     13   markets that they need to reach to help improve
 
     14   record low commodity prices.
 
     15                  Another unfair situation that was
 
     16   calling for decisive action is the flood of lamb
 
     17   imports from New Zealand and other countries.  The
 
     18   U.S. International Trade Commission has found that
 
     19   imports of foreign lamb surged 47 percent between
 
     20   1993 and 1997.  In addition, 1998 lamb imports were
 
     21   30 percent above the 1997 figures.  These imports



 
     22   have severely harmed our domestic lamb industry.
 
     23                  I am glad to say that as of late
 
     24   yesterday, the White House did go ahead and agree,
 
     25   in substance, with the recommendation of the
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      1   International Trade Commission.  But to put the need
 
      2   for that industry in perspective, I want to give you
 
      3   a couple of numbers.  The value of U.S. exports in
 
      4   lamb to Australia for the two-year period '95 to '97
 
      5   was $5,000.  $5,000.  We had zero exports to New
 
      6   Zealand.  The imports in the same two-year period of
 
      7   lamb from Australia in the two years was 142
 
      8   million; 108 million from New Zealand.  So it's
 
      9   $5,000 versus about 250 million.
 
     10                  Another number that's kind of
 
     11   interesting is with respect to beef.  This country
 
     12   exported about a million dollars in beef in a
 
     13   two-year period to Australia in '95 through '97.  We
 
     14   imported 640 million.  To New Zealand, in the same
 
     15   period, we exported about $730,000 worth; we
 
     16   imported from New Zealand 500 million.
 
     17                  I am sure that today we will hear a
 
     18   great deal more about these issues and others that
 
     19   are restricting Texas and U.S. producers' access to
 
     20   other markets.  Again, on behalf of Texas
 
     21   Agriculture and Austin, thank you for taking the



 
     22   time to come and testify at this session today.
 
     23                  Now I'm going to turn the -- the
 
     24   session's facilitator over to Tony Purcell.  Tony is
 
     25   with the Texas State Network and he's going to be
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      1   our terrific moderator for today's session.
 
      2                  MR. PURCELL:  Thank you,
 
      3   Commissioner.  And welcome everyone to this session
 
      4   that, as you know from the releases, it's a
 
      5   listening session.  The schedule is pretty tight.  A
 
      6   couple of ground rules first.  Everyone knows the
 
      7   speakers will have a five-minute presentation, and
 
      8   all presentations will be made from the podium to my
 
      9   right, to your left.  And this session is also being
 
     10   transmitted live on the Internet, and the acoustics
 
     11   in this room, it will pick up someone talking in the
 
     12   back as well as it will pick up someone talking on
 
     13   the stage.  So if you need to have a discussion
 
     14   about testimony coming up or anything like that,
 
     15   please go completely outside the room to do that.
 
     16   Because we'd like to keep the room noise to an
 
     17   absolute minimum.
 
     18                  You're going to hear a variety of
 
     19   issues here.  In fact, these guys on the stage are
 
     20   really going to get an earful, because I don't think
 
     21   any state around has such variety in its



 
     22   agricultural production as the state of Texas.
 
     23                  And it's all a matter of
 
     24   perspective.  I thought it was interesting last
 
     25   week, the national headline was "New York swelters
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      1   under a heat wave," and it was 96 degrees there.
 
      2   And on the same day in Dallas, where I live, the
 
      3   local headline was "North Texans enjoy a mild
 
      4   summer," and it was 95 degrees there.  So, you know,
 
      5   that's a matter of perspective, and that goes for
 
      6   trade and agriculture as well.
 
      7                  So let's go ahead and kick this off.
 
      8   We'll hear some opening remarks from our panelists
 
      9   and then we'll go into the presentations from the
 
     10   list.  And only those who are on the list will be
 
     11   making presentations because the schedule is very
 
     12   tight.
 
     13                  So our first -- our first statement
 
     14   will be from the United States Trade
 
     15   Representative's office, and representing that
 
     16   office is Sharon Bomer-Lauritson.  She's the
 
     17   director of agricultural affairs and she works on
 
     18   preparations for the WTO as well as bilateral
 
     19   agricultural trade issues with Canada and several
 
     20   South American countries.  Now, prior to joining
 
     21   USTR, Sharon worked for ten years in the USDA ag



 
     22   marketing service, and she also served as a lobbyist
 
     23   for the United Fresh Fruit and Vegetables
 
     24   Association.
 
     25                  So let's hear now from Sharon
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      1   Bomer-Lauritson.
 
      2                  MS. BOMER-LAURITSON:  Thank you very
 
      3   much, Mr. Purcell, and especially to you,
 
      4   Commissioner Combs, for all the effort and hard work
 
      5   you have put into arranging this opportunity for us
 
      6   to meet with you producers, ranchers, and
 
      7   agribusiness representatives in this region.  This
 
      8   is a listening session, so I want to spend most of
 
      9   my time this morning and afternoon hearing from
 
     10   you.
 
     11                  But let me begin with some brief
 
     12   remarks on the principles of our agricultural trade
 
     13   policies, the Administration's view of the need for
 
     14   a new trade negotiating round, and the major
 
     15   agricultural issues it is likely to address.
 
     16                  U.S. agricultural trade policy rests
 
     17   on a few basic principles; opportunity, fairness,
 
     18   and respect for science.  First, American farmers
 
     19   are the world's most highly competitive and
 
     20   technically advanced.  With 25 percent of total
 
     21   receipts coming from agricultural exports, we are



 
     22   and will be in the future increasingly reliant on
 
     23   exports to remain profitable at home.  The region
 
     24   that we're representing today, Texas, Oklahoma,
 
     25   Louisiana, and New Mexico, alone export over four
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      1   billion dollars worth of agricultural goods.
 
      2                  Agricultural producers also depend on
 
      3   strict and impartial enforcement of our fair trade
 
      4   laws to address farm dumping and subsidies for
 
      5   import surges in particular commodities.  And
 
      6   exporters and consumers alike require a strong
 
      7   science-based food inspection regime to ensure
 
      8   confidence in the food supply and make sure foreign
 
      9   countries are not creating new trade barriers.
 
     10                  We have pursued these goals in a
 
     11   number of trade forum.  First, in the World Trade
 
     12   Organization, we have created a set of international
 
     13   principles to ensure open markets and fair treatment
 
     14   for American producers.  The WTO represents 50 years
 
     15   of bipartisan American leadership and the creation
 
     16   of an international trading system that brings down
 
     17   foreign trade barriers and promotes the rule of law
 
     18   in trade.  It has helped raise income, to create
 
     19   jobs, and promote American values of fair play and
 
     20   rule of law worldwide.
 
     21                  We brought agriculture fully into the



 
     22   trading system of the WTO in 1995 and the results
 
     23   have been very good.  USDA will be providing some
 
     24   very much more detailed information on this, but I
 
     25   would like to focus now a little bit on the strong
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      1   enforcement mechanism that we have created to make
 
      2   sure that our trading partners live up to their
 
      3   commitments.  The U.S. has been the most active user
 
      4   of this system.  We have succeeded in 20 of our 22
 
      5   cases that we have brought against other countries
 
      6   in the WTO, and nine, nearly half, have addressed
 
      7   agricultural commodities from fruit sales to Japan,
 
      8   pork in the Philippines, dairy in Canada, and, of
 
      9   course, the very well-known ones with the European
 
     10   Union on bananas and beef.
 
     11                  On a bilateral front, we have found
 
     12   new opportunities through a series of bilateral and
 
     13   regional agreements; almonds to Israel, beef to
 
     14   Korea, grains in Canada, pork and poultry in the
 
     15   Philippines, apples in Japan, and more.  The most
 
     16   recent example is the bilateral sanitary and
 
     17   phytosanitary agreement we reached with China in
 
     18   April.  This was made possible because of the WTO's
 
     19   sanitary and phytosanitary agreement.  It has
 
     20   already lifted China's ban on citrus products, which
 
     21   I know is important to South Texas, wheat and other



 
     22   grains from the Pacific Northwest, and meat and
 
     23   poultry from all USDA-approved plants.  When
 
     24   combined with cuts in Chinese tariffs, after China
 
     25   joins the WTO, we expect to see significant
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      1   increases in U.S. exports to China.
 
      2                  At the same time, however, the work
 
      3   is far from done.  Numerous trade barriers and
 
      4   unfair practices continue overseas.  The President,
 
      5   therefore, called for a new round of international
 
      6   trade negotiations under the WTO in his State of the
 
      7   Union address.  We expect the round itself will take
 
      8   three years to conclude and will address a number of
 
      9   issues beyond agriculture.  Agricultural issues
 
     10   themselves will be at the heart of our agenda.  As
 
     11   Vice President Gore has said, our economy depends on
 
     12   fully productive and competitive agriculture, and
 
     13   the round is our single biggest opportunity in trade
 
     14   policy to make sure American agriculture remains the
 
     15   world standard.
 
     16                  In the months ahead we are beginning
 
     17   to set a very specific agenda.  Broadly speaking, we
 
     18   expect to address reducing tariffs and other
 
     19   barriers to our products overseas, promoting fair
 
     20   trade by eliminating foreign export subsidies and
 
     21   reducing trade-distorting domestic supports,



 
     22   ensuring greater transparency and fairness in state
 
     23   trading, helping to guarantee that farmers and
 
     24   ranchers can use biotechnology without fear of trade
 
     25   discrimination, and ensuring that American producers
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      1   have the right to effective remedies against
 
      2   dumping, subsidies, and import surges.
 
      3                  As we prepare for this work, we are
 
      4   consulting with American industries, with Congress,
 
      5   and with our trading partners to set specific
 
      6   objectives.  We also need advice directly from
 
      7   producers and others in the agricultural industry on
 
      8   the specific objectives we need to set, and that is
 
      9   why we are here today.  Because the best way to find
 
     10   out is to ask you directly.  We are here to listen
 
     11   to you as producers, experts, and people involved in
 
     12   the food industry.  We want to hear your priorities
 
     13   and understand firsthand the problems you see in
 
     14   international trade.  With the right objectives and
 
     15   successful negotiations, we can ensure secure access
 
     16   to markets for America's growers, ranchers, and
 
     17   dairy farmers, as well as to ensure safeguards
 
     18   against unfair practices in our market.  We can
 
     19   raise living standards for American farm and ranch
 
     20   families, we can ensure good prices and healthy food
 
     21   for our consumers, and we can realize the broader



 
     22   humanitarian mission of a world free from hunger and
 
     23   with stronger protection for land, water, and
 
     24   wildlife.  It is a great opportunity for our
 
     25   producers and for our whole country.
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      1                  I want to thank all of you for coming
 
      2   today to help us with your thoughts and advice.
 
      3                  And once again, let me thank you,
 
      4   Commissioner Combs, for hosting us, and for all the
 
      5   hard work your staff has done to arrange this
 
      6   session.  Thank you.
 
      7                  MR. PURCELL:  Thank you, Sharon.
 
      8                  Any time you talk about world trade,
 
      9   you're involving diplomacy on various levels.  And
 
     10   representing the U.S. Department of State we have
 
     11   Paul Aceto.  Now, he's been working for the
 
     12   Department of State since 1985; he's been in the
 
     13   Office of Agricultural Trade Policy since '97, and
 
     14   his responsibilities include WTO issues, food aid,
 
     15   and sanctions policies.
 
     16                  Now, his previous assignments were in
 
     17   Korea, Italy, and Taiwan.  He's from upstate New
 
     18   York, lives in Virginia with his wife and
 
     19   daughters.  So, Paul...
 
     20                  MR. ACETO:  Thank you for the
 
     21   introduction, and also thanks to Commissioner Combs



 
     22   and her staff for all the work they've done in
 
     23   putting this together.
 
     24                  Perhaps I should really focus my
 
     25   remarks on why the State Department is up here on
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      1   the table.  I'm sure most of you are more familiar
 
      2   with the USDA and USTR, not as familiar with how
 
      3   State fits into the process.  Well, the simple and
 
      4   perhaps general answer to that is that, as
 
      5   Mr. Purcell said, we represent the U.S. overseas,
 
      6   and that includes the interests of ranchers and
 
      7   farmers as well; in fact, everyone's interests here
 
      8   in this room.  But obviously, for us to do a good
 
      9   job, we have to know what the concerns are of people
 
     10   back home.
 
     11                  On a more specific level, obviously,
 
     12   we're here today to talk about the trade
 
     13   negotiations, and in that effort we will be working
 
     14   very closely with the USDA and USTR on the round.
 
     15   We do have some kind of special assets we think we
 
     16   can perhaps say; to a certain extent, we have troops
 
     17   already out there on the front line in our embassies
 
     18   and consulates and they can act as our eyes and ears
 
     19   during the negotiations.  So we can know what other
 
     20   countries are up to, what they want, but also, more
 
     21   importantly, we can get our views across and try and



 
     22   win some countries over to our side in some of the
 
     23   big issues, for example, export subsidies.
 
     24                  I can give, for example, a very good
 
     25   example of where this is going to be important
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      1   during the round and even beyond the round, is in
 
      2   the area of biotech.  Everyone, I think, is very
 
      3   familiar with the problems we've had in Europe
 
      4   lately.  But thinking ahead, it's not going to be
 
      5   too long before we start to have problems with Asia,
 
      6   Latin America, and other areas.  So we're already
 
      7   planning how we can use our embassies to get our
 
      8   view out on biotechnology.  A few of those countries
 
      9   support their embassy kind of setting the standard
 
     10   for Europeans.
 
     11                  So on that, let me close out and
 
     12   perhaps say that I hope and expect that the program
 
     13   today will be as rewarding as the pork spare ribs I
 
     14   had last night here in town.  Thank you.
 
     15                  MR. PURCELL:  Thanks, Paul.  Finally,
 
     16   representing the United States Department of
 
     17   Agriculture is Tim Galvin.  He's the administrator
 
     18   of the Foreign Ag Service at USDA, and even though
 
     19   he's from Iowa originally, has some real strong ties
 
     20   to Texas.  He was on the House Ag Committee staff
 
     21   when Kiki Delagarza was chairman, and so he's no



 
     22   foreigner to Texas agriculture.  He worked in the
 
     23   office of Senator Bob Kerry of Nebraska, he was the
 
     24   legislative assistance for ag and trade, and is
 
     25   really one of the movers and shakers of
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      1   international trade right now.
 
      2                  So I'm pleased to introduce Tim
 
      3   Galvin.
 
      4                  MR. GALVIN:  Thank you, Tony.  Good
 
      5   morning.  I would like to join the others in
 
      6   thanking Commissioner Combs and the State of Texas
 
      7   for all that they've done to organize today's event
 
      8   and to provide this wonderful place for the forum.
 
      9   This is actually the eighth of the 12 regional
 
     10   hearings that we're doing around the country, and I
 
     11   can tell you up to this point every one has been a
 
     12   real success.  And that's been largely due to the
 
     13   fact that we've had the full support and assistance
 
     14   of the National Association of State Departments of
 
     15   Agriculture as well as the National Conference of
 
     16   State Legislatures.  And that's just -- again, the
 
     17   quality, I think, of the hearings just would not
 
     18   have been the same without their complete support
 
     19   and cooperation.
 
     20                  Last year in Geneva at the 50th
 
     21   anniversary of the world trading system, President



 
     22   Clinton commented on the importance of open trade to
 
     23   all nations.  He also highlighted the need for the
 
     24   WTO to provide a transparent and open forum where
 
     25   business, labor, environment, and consumer groups
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      1   can provide regular and continuous input to help
 
      2   guide further evolution of the WTO.
 
      3                  That is exactly what we're trying to
 
      4   do with this series of listening sessions around the
 
      5   country.  We want to get your input to help shape
 
      6   our agricultural trade policies for the new round of
 
      7   negotiations under the WTO as we enter the next
 
      8   century.
 
      9                  We appreciate the time and effort
 
     10   that you've made to attend this session today.  As
 
     11   we prepare for the beginning of a new round of
 
     12   multilateral negotiations, it's critical that we
 
     13   hear and understand issues that should be priorities
 
     14   for us.  This will help us in developing U.S.
 
     15   negotiating strategy.
 
     16                  As you know, while our national
 
     17   economy has been booming, it has been a year of
 
     18   struggle and hardship in many parts of rural
 
     19   America.  We at USDA, from Secretary Glickman on
 
     20   down, recognize that much of agriculture is going
 
     21   through a very difficult period right now.  At USDA



 
     22   we are marshaling all of our resources to address
 
     23   this economic situation.  We're making sure that
 
     24   emergency economic relief gets to producers as soon
 
     25   as possible, that strengthening of the farm safety
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      1   net is at the top of the agenda, that consolidations
 
      2   and mergers sweeping agriculture are subject to
 
      3   proper scrutiny, and that we continue to press to
 
      4   open new markets for our exports.
 
      5                  What I'd like to do now is take just
 
      6   a few minutes to review three things; first, the
 
      7   critical role that exports play for agriculture,
 
      8   second, the role that trade agreements have played
 
      9   in obtaining the current level of agricultural
 
     10   exports, and third, our general goals for the
 
     11   upcoming WTO round of negotiations.  We then want to
 
     12   hear from you, those who are most directly affected
 
     13   by our ag agreements, and we'd like to hear your
 
     14   direct experiences with our trade agreements; what
 
     15   is working, what is not, and how we should move
 
     16   forward.
 
     17                  We have to dim the lights here a
 
     18   bit.  We want to be at the third slide here.
 
     19                  U.S. agricultural exports reached
 
     20   58.6 billion in 1998, agricultural exports supported
 
     21   nearly 750,000 jobs, and products of nearly one in



 
     22   three harvested acres are destined for overseas
 
     23   markets.
 
     24                  Even in the current downturn, about
 
     25   25 percent of agricultural sales are export sales,
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      1   compared with 10 percent, on average, for the rest
 
      2   of the economy.  The vast majority, or 96 percent,
 
      3   of potential customers for U.S. products, including
 
      4   agricultural products, live outside the United
 
      5   States.  We must work to increase our opportunities
 
      6   to sell these products in global markets.
 
      7                  Access to customers in foreign
 
      8   markets is a key factor in the health of U.S.
 
      9   agriculture.  Compared to the general economy, U.S.
 
     10   agriculture's reliance on export markets is higher
 
     11   and projected to grow faster.  Agriculture is
 
     12   already more reliant on exports than the economy as
 
     13   a whole.
 
     14                  Other factors point to the increase
 
     15   in importance of exports.  The overall trend has
 
     16   been one of increasing exports for American
 
     17   agriculture.  U.S. agricultural exports climbed to
 
     18   nearly 60 billion in 1996, up from 40 billion at the
 
     19   beginning of the 1990s.  Exports were down last
 
     20   year, and likely will be down for 1999 as well due
 
     21   to record worldwide crop production, the financial



 
     22   crisis in Asia, and the strong dollar.  And although
 
     23   agricultural exports were at nearly 54 billion last
 
     24   year, we project exports at about 49 billion dollars
 
     25   in the current year.
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      1                  However, I should point out that we
 
      2   actually expect export volume to be up five percent
 
      3   this year.  So the fact that total value is down
 
      4   simply reflects the current low prices that we're
 
      5   all experiencing.  When the global economy rebounds,
 
      6   the trend of increasing exports is projected to
 
      7   continue, and exports should account for a larger
 
      8   percentage of farm income.
 
      9                  The 1996 Farm Bill increased the
 
     10   market orientation of agriculture, and to be
 
     11   prosperous in an increasingly competitive market, we
 
     12   must increase our exports in those areas where we
 
     13   have a competitive advantage.  Certain agricultural
 
     14   sectors such as almonds are already exporting more
 
     15   than 60 percent of production.
 
     16                  Export sales are over one billion
 
     17   dollars annually for a number of food and
 
     18   agricultural products.  U.S. agricultural
 
     19   productivity is increasing while domestic demand for
 
     20   agricultural products is growing more slowly.
 
     21   Therefore, we must develop new overseas markets for



 
     22   our products.
 
     23                  Another factor pointing to the
 
     24   importance of exports -- to agriculture is the level
 
     25   of farm equity as it has tracked level of exports
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      1   over time.  Expanding export markets, while
 
      2   certainly not the only tool, is a very important
 
      3   tool for leading us out of the current slump in
 
      4   agriculture.  The recovery is likely to be a gradual
 
      5   one.  It is estimated that 45 percent of the world's
 
      6   economy outside the United States is now suffering
 
      7   recession or depression.  But there are some
 
      8   promising signs of recovery, such as in Korea, for
 
      9   example.
 
     10                  As a long-term strategy, expanding
 
     11   our export markets is critical.  A key to expanding
 
     12   export markets and increasing our access to
 
     13   customers outside the U.S. is through trade
 
     14   agreements.  We would not be at the level of exports
 
     15   currently if we had not negotiated trade agreements
 
     16   such as the Uruguay Round and the North American
 
     17   Free Trade Agreement.
 
     18                  Trade agreements have clearly boosted
 
     19   exports.  Soon after the implementation of the
 
     20   Uruguay Round, U.S. agricultural exports reached
 
     21   their highest level.  Of course, many factors,



 
     22   including exchange rates, affect the level of
 
     23   exports, but almost all economists agree that
 
     24   lowering trade barriers through trade agreements has
 
     25   been a critical factor.  It is estimated that in the
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      1   year 2005, agricultural exports will be five billion
 
      2   dollars more annually than they would have been
 
      3   without the Uruguay Round agreement.
 
      4                  Other trade agreements have similar
 
      5   benefits.  It is estimated that in 1994 we sold 1.3
 
      6   billion dollars more beef and citrus to Japan than
 
      7   we would have without the trade agreement we
 
      8   successfully negotiated with that country.  For
 
      9   export growth to continue, we must move forward with
 
     10   our strategy for opening markets through trade
 
     11   agreements.
 
     12                  NAFTA is also fulfilling its promise
 
     13   to agriculture.  Our NAFTA partners, Canada and
 
     14   Mexico, have become more important destinations for
 
     15   U.S. products, now accounting for over 25 percent of
 
     16   U.S. export sales, surpassing the total for the
 
     17   European Union.  We estimate that in its first three
 
     18   years, NAFTA can take credit for three percent
 
     19   additional exports to Mexico and seven percent
 
     20   additional exports to Canada.  The 11 percent growth
 
     21   from 1997 to 1998 in exports to Mexico and Canada



 
     22   was especially welcome, as overall U.S. exports fell
 
     23   six percent that same year.  Thus, the NAFTA
 
     24   agreement helped offset the sales declines that we
 
     25   experienced with several leading Asian markets.
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      1                  On the other hand, we recognize that
 
      2   although we achieved many benefits for agriculture
 
      3   in our recent trade agreements, the playing field is
 
      4   far from level and there's much work to be done.  A
 
      5   major part of our strategy to level the playing
 
      6   field for agriculture is to be successful in the
 
      7   upcoming WTO round.  To understand where we are
 
      8   going in the WTO, it is important to understand
 
      9   where we have been.  The General Agreement on
 
     10   Tariffs and Trade, or the GATT, was established in
 
     11   1948 and set the basic rules for international
 
     12   trade.  A number of multilateral GATT negotiations,
 
     13   or rounds, took place between 1948 and the present,
 
     14   with the most recent round, the Uruguay Round,
 
     15   concluding in 1994.  The Uruguay Round established
 
     16   the World Trade Organization, or the WTO, which is
 
     17   basically a continuation of the GATT system.
 
     18                  The Uruguay Round agreements opened a
 
     19   new chapter in agricultural trade policy, committing
 
     20   countries around the world to new rules and specific
 
     21   commitments to reduce levels of protection and



 
     22   support that were barriers to trade.  Agriculture
 
     23   finally became a full partner in the multilateral
 
     24   trade system.  For the first time, countries had to
 
     25   make across-the-board cuts in agricultural tariffs;
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      1   for the first time, export subsidies had to be
 
      2   reduced and internal support policies that distort
 
      3   trade were capped and reduced.  New rules set a
 
      4   scientific standard for measures that restrict
 
      5   imports on the basis of human, animal, or plant
 
      6   health and safety, and a new dispute settlement
 
      7   process was adopted, one that we have successfully
 
      8   used in a number of cases.  In fact, something like
 
      9   150 cases have been filed with the WTO over the last
 
     10   five years, and more than a third of those were
 
     11   brought by the U.S.
 
     12                  And just to give you an example, we
 
     13   recently won dispute settlement panels against the
 
     14   European ban on beef and cattle produced with growth
 
     15   hormones, and against the EU's banana import
 
     16   licensing regime, and also against Japan's
 
     17   restrictive quarantine requirements for fresh
 
     18   fruit.  We now must maintain a firm line to ensure
 
     19   that the banana and hormone decisions are carried
 
     20   out so that U.S. exporters have the access
 
     21   determined to be their legal right.



 
     22                  The Uruguay Round agreement was a
 
     23   good start and it has contributed to increased U.S.
 
     24   ag exports, but the Uruguay Round was just a start
 
     25   and the first important step in global agricultural
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      1   trade reform.  We are now planning for the next
 
      2   major step, which, of course, will begin in Seattle
 
      3   on November 30th.  That meeting will be a major
 
      4   event, with representation by most of the 134 member
 
      5   countries.  We also expect strong private sector
 
      6   attendance.  The actual negotiations will start next
 
      7   year and the scope of coverage of the negotiations
 
      8   is yet to be finally determined.  But agriculture
 
      9   and services will definitely be included.  The
 
     10   general expectation is that the negotiations should
 
     11   last three years and be completed in 2004.
 
     12                  In setting the agenda for the next
 
     13   WTO round of ag negotiations, we will build on the
 
     14   Uruguay Round accomplishments.  Tariffs were reduced
 
     15   in that Uruguay Round, but as others here have said,
 
     16   they're still too high, with some countries
 
     17   maintaining ag tariffs of 50 percent or more, while
 
     18   the U.S. average is about eight percent.  It is our
 
     19   goal to negotiate further reductions in these
 
     20   tariffs.  We also want to expand market access under
 
     21   Tariff Rate Quotas by increasing the quota amount



 
     22   and decreasing the tariff outside the quota.
 
     23                  We also want to see a reduction or
 
     24   elimination of export subsidies, especially for the
 
     25   European Union.  The EU has outspent us by more than
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      1   20 to one on export subsidies, and last year the EU
 
      2   accounted for 85 percent of the worldwide use of
 
      3   export subsidies.
 
      4                  Another problem in agricultural
 
      5   markets are State Trading Enterprises, or STE's,
 
      6   which are government entities that act as trading
 
      7   monopolies.  When an STE has government authority
 
      8   and monopoly power, it may be able to price their
 
      9   products artificially low and unfairly increase
 
     10   their market share.  It is important that we develop
 
     11   stricter WTO rules to ensure that STE's operate in a
 
     12   fair and transparent manner.
 
     13                  Trade-distorting domestic support is
 
     14   being reduced under the WTO rules, but here again,
 
     15   the playing field is still very uneven.  A
 
     16   comparison of the levels of such support show that
 
     17   globally, but especially in Europe and Japan,
 
     18   domestic support remains high.  Our goal for the
 
     19   next round is to make further progress in seeing
 
     20   that governments give to -- seeing that government
 
     21   assistance for agriculture is provided in ways that



 
     22   do not distort markets.  Generous subsidy programs
 
     23   that encourage farmers to produce as much as
 
     24   possible without regard to efficiency or
 
     25   environmental costs can only be sustained by keeping
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      1   out competition and dumping surplus production on
 
      2   the world markets.  And that tends to hurt U.S.
 
      3   products.
 
      4                  Other goals for the round include
 
      5   ensuring that existing strong -- the existing strong
 
      6   agreement requiring that barriers related to health
 
      7   and safety be based on sound science is continued
 
      8   and finding better ways to allow trading products
 
      9   resulting from scientific innovation, such as
 
     10   biotechnology.
 
     11                  Trade reform through the WTO provides
 
     12   the single best means to increase market access for
 
     13   U.S. products worldwide.  In one WTO agreement we
 
     14   can get 134 countries to cut tariffs and other
 
     15   barriers.  But getting all these countries to agree
 
     16   on major reforms will take a lot of time and effort
 
     17   and it won't be easy.  The U.S. has already
 
     18   completed much preparatory work in Geneva where the
 
     19   WTO is located.  We are using the WTO Committee on
 
     20   Agriculture to identify places where current rules
 
     21   and commitments don't go far enough to open up



 
     22   markets.  At the same time, we're using a less
 
     23   formal process to build a consensus and prepare the
 
     24   ground for the tough negotiations that are yet to
 
     25   come.
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      1                  Input from those of you who will be
 
      2   most affected by the results of the WTO negotiations
 
      3   is critical at this early stage and as USDA and USTR
 
      4   work together in the negotiations that lie ahead.
 
      5   We need your advice and suggestions, including any
 
      6   specific proposals that you may have for our
 
      7   negotiations.
 
      8                  Finally, I would just like to add
 
      9   that in addition to the testimony that we receive
 
     10   here today, we certainly encourage you, in an
 
     11   ongoing way, to continue to provide your comments to
 
     12   USDA, to USTR, to the State Department as our
 
     13   positions on these various ag negotiations become
 
     14   more detailed and formalized over the months ahead.
 
     15                  And thank you and we look forward to
 
     16   the testimony.
 
     17                  MR. PURCELL:  Okay.  Now we'll begin
 
     18   what's really the heart and soul of today's session,
 
     19   the comments and testimony from the audience.
 
     20   Again, you have five minutes and then there will be
 
     21   a five-minute period for questions from the panel.



 
     22   And we're not going to be real fanatics about this,
 
     23   but we ask everyone to cooperate because the
 
     24   schedule is pretty tight.  But if worse comes to
 
     25   worse, we do have a man with a hook behind, in the
 
 
                    ACCURATE COURT REPORTING SERVICES
         AUSTIN (512) 926-6858   ***   SAN ANTONIO (210) 558-9484
 



                                                             30
 
 
 
      1   wing over there, and my cousin Bubba is behind the
 
      2   wing over here.
 
      3                  So let's get started.  First we're
 
      4   going to hear from the Louisiana Department of
 
      5   Agriculture and Mr. Roy Johnson.
 
      6                  MR. JOHNSON:  Thank you very much.
 
      7   Thank you for inviting the Louisiana Department of
 
      8   Agriculture and Forestry to this listening session.
 
      9   Commissioner Bob Odom sends his best regards and
 
     10   regrets that he can't be here with us today.
 
     11                  My name is Roy Johnson and I serve as
 
     12   the marketing director and international director,
 
     13   trade director, of the Louisiana Department of
 
     14   Agriculture and Forestry.  A portion of my
 
     15   responsibility is monitoring and evaluating the
 
     16   imports of ag products into the U.S., especially
 
     17   those that are indigenous to Louisiana.
 
     18                  I am here today to voice our serious
 
     19   concerns on one provision of the U.S. Antidumping
 
     20   Law, Title VII of the Tariff Act of 1930.
 
     21   Specifically, we're concerned about 19 U.S.C., 1675



 
     22   (a)(2)(B), or the "new shipper review" portion.
 
     23   This provision was included in the Uruguay Round
 
     24   agreement, and accordingly, Title VII was amended.
 
     25   Subsequently, U.S. Department of Commerce
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      1   promulgated regulations (19 CFR, subsection 351.214)
 
      2   that established procedures for a new foreign
 
      3   exporter or producer to apply for a separate duty
 
      4   for a product from a country already under
 
      5   antidumping orders.
 
      6                  New shipper reviews are to be made on
 
      7   the basis of an application from an exporter or
 
      8   producer that was not exporting the sanctioned
 
      9   product during the antidumping petition period of
 
     10   investigation.  Frequently, a single shipment is
 
     11   used for the basis of this review.  The review is
 
     12   supposed to consider a commercially viable shipment
 
     13   made to the U.S. by the new shipper after the
 
     14   antidumping duty order became effective.  The import
 
     15   price of this one shipment is then used by U.S.
 
     16   Department of Commerce to determine the dumping
 
     17   margin for this new exporter.
 
     18                  When commerce considers -- considered
 
     19   comments on its proposed regulations to implement
 
     20   the new shipper review provision, commenters
 
     21   requested some method to determine if this one



 
     22   shipment was a bona fide sale.  The commenters were
 
     23   concerned about, and I quote from the Federal
 
     24   Register, "new shippers conspiring with an
 
     25   unaffiliated U.S. customer to engage in a single
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      1   transaction at a high price that would generate a
 
      2   dumping margin and deposit and assessment rates of
 
      3   zero."  Commerce decided not to adopt any safeguards
 
      4   for this procedure, believing that, and I quote
 
      5   again, "the statutory and regulatory schemes provide
 
      6   adequate safeguards against such manipulation," end
 
      7   quotes.  Please let me tell you how these safeguards
 
      8   have not proved adequate and why this regulation is
 
      9   referred to as the "antidumping loophole."
 
     10                  In the early 1990s, our department in
 
     11   Louisiana started monitoring the imports of peeled
 
     12   crawfish tail meat from China.  The import started
 
     13   as a small trickle but increased rapidly to a
 
     14   catastrophic flood.  Imports of crawfish tail meat
 
     15   from China rose from 600,000 pounds in 1993 to over
 
     16   10 million pounds in 1995, just two years.
 
     17                  In 1996, the Louisiana Crawfish
 
     18   Processors Alliance, a group of U.S. crawfish
 
     19   producers, with the assistance of Commissioner Odom
 
     20   and the Louisiana Department of Agriculture filed an
 
     21   antidumping petition with the U.S. International



 
     22   Trade Commission and the U.S. Department of
 
     23   Commerce.  The funding of this petition process was
 
     24   made possible by an appropriation from the Louisiana
 
     25   Legislature and from industry funds.
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      1                  Subsequent to the investigation
 
      2   request in this petition, crawfish tail meat
 
      3   imported from China was found to have caused injury
 
      4   to the U.S. industry.  In 199 -- in September 1997,
 
      5   the U.S. Department of Commerce issued an
 
      6   antidumping order on crawfish tail meat imported
 
      7   from China.  The extent of the dumping was so great
 
      8   that the duty rates announced were from a low of
 
      9   91-and-a-half percent to over 201 percent.
 
     10                  In 1998, a new shipper of crawfish
 
     11   tail meat from China filed a request for a separate
 
     12   duty under the provisions of law and regulations
 
     13   mentioned above.  The request was made based on one
 
     14   small shipment made during this shipper's period of
 
     15   investigation.  Based on the artificial price of
 
     16   that one shipment, Commerce granted the new shipper
 
     17   a zero duty rate on May 24th, 1999.  This is exactly
 
     18   what the commenters had predicted in May of 1997.
 
     19                  How did a new shipper go from the
 
     20   weighted average of the duty in the original
 
     21   antidumping order of 123 percent, for those



 
     22   producers or exporters who cooperated with Commerce
 
     23   in their investigation to zero?  Are those costs of
 
     24   production to this new shipper so much different?
 
     25   No.  The difference between 123 percent and zero is
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      1   the declared value of that one small shipment and
 
      2   how that value affects the formula used by U.S.
 
      3   Department of Commerce.  Nothing changed except the
 
      4   high exaggerated non-commercially viable import
 
      5   price.  Sources in the industry tell us that
 
      6   crawfish tail meat is now being offered by this
 
      7   exporter at prices much lower than the import price
 
      8   used in his public submissions to Commerce.
 
      9                  We are now facing three more new
 
     10   shipper requests.  The preliminary duty on these
 
     11   companies are due out later this month; we are
 
     12   conditioned to expect more bad news from these new
 
     13   shipper requests.  They have learned their tricks
 
     14   well, and what is to prevent them from using these
 
     15   same tactics?
 
     16                  This loophole in the antidumping law
 
     17   must be closed.  The demands on the U.S. industry to
 
     18   fight each new shipper in a separate administrative
 
     19   proceeding are exceedingly burdensome.  Our state
 
     20   has been forced to fund the original petition and
 
     21   opposition to each new shipper, and then again fund



 
     22   our participation in the annual review which also
 
     23   includes these same new shippers.  This doubles our
 
     24   costs in trying to maintain the viability of an
 
     25   industry which is so important to the economy and
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      1   social fabric of our state.
 
      2                  Something must be done to ensure that
 
      3   exports, slash, producers are not based -- are not
 
      4   basing their application on fiction.  New shippers
 
      5   should be granted, upon application, the preferred
 
      6   weighted-average duty given to those exporters who
 
      7   agreed to cooperate with commerce, but whose
 
      8   facilities were not chosen for investigation.  Then
 
      9   the new shippers could be automatically included in
 
     10   the next administrative review.
 
     11                  I realize that procedures for new
 
     12   shipper reviews are based on commitments made in the
 
     13   Uruguay Round, but you should realize, as you
 
     14   prepare for Seattle, that those procedures are not
 
     15   working and are detrimental to the purposes of the
 
     16   antidumping law.  I offer the assistance of myself,
 
     17   our department, to further clarify and describe our
 
     18   experiences with the Title VII Antidumpting Petition
 
     19   involving an agricultural product against a
 
     20   non-market economy.
 
     21                  Thank you very much for your



 
     22   attention.
 
     23                  MR. PURCELL:  Questions?
 
     24                  MR. ACETO:  Actually, I have a
 
     25   question, Mr. Johnson.  Are you aware of this being
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      1   a problem with other products or in other states?
 
      2   Have you heard from other state agriculture
 
      3   departments as to whether this is an extensive --
 
      4                  MR. JOHNSON:  No, I haven't.  This
 
      5   zero duty came out last month -- well, it came out
 
      6   in May.
 
      7                  MR. ACETO:  But I mean the general
 
      8   problem of sending in -- what you're saying is kind
 
      9   of a one shipment to get a margin and then coming in
 
     10   after.  Are you aware that this is a problem in
 
     11   other --
 
     12                  MR. JOHNSON:  I don't know that this
 
     13   has ever been used before in agriculture.  It has
 
     14   been used in other products, and the attorneys in
 
     15   the Beltway are very familiar with it, especially
 
     16   those who are specializing in international trade.
 
     17   As far as I know, this may be the first time this
 
     18   (inaudible).
 
     19                  MR. ACETO:  Thank you.
 
     20                  MR. PURCELL:  Any further questions?
 
     21                  Okay.  Thank you, Mr. Johnson.



 
     22                  Next we're going to hear from the
 
     23   Texas Farm Bureau and Curt Mowery.
 
     24                  MR. MOWERY:  Mr. Chairman and members
 
     25   of the committee, the State of Texas appreciates
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      1   your opportunity of coming here and letting us sound
 
      2   our comments.  We appreciate the opportunity to
 
      3   testify today before you regarding negotiating
 
      4   objectives for agriculture in the next round of
 
      5   trade talks in the World Trade Organization.
 
      6                  Our organization, the Texas Farm
 
      7   Bureau, represents 312,836 members in the state of
 
      8   Texas.  Our members produce a broad diversity of
 
      9   agricultural commodities including beef cattle,
 
     10   cotton, dairy, poultry, corn, wheat, rice,
 
     11   vegetables, and a number of other crops.  Texas
 
     12   producers depend on access to customers around the
 
     13   world; more than 24 percent of Texas cash receipts
 
     14   were attributed to agricultural exports, 3.1 billion
 
     15   in 1997.  Texas agricultural exports generated an
 
     16   additional 4.1 billion in economic activity and
 
     17   created 44,000 jobs in the state.
 
     18                  Agriculture is one of the few U.S.
 
     19   industries that consistently runs a trade surplus,
 
     20   posting a positive trade balance of trade every year
 
     21   since 1960.  The U.S., along with agriculture, must



 
     22   be at the negotiating table in the next WTO trade
 
     23   rounds in a meaningful way with trade negotiating
 
     24   authority to ensure that the surplus, this trade
 
     25   surplus, continues.
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      1                  The ability of U.S. agriculture to
 
      2   gain and maintain a share of global markets depends
 
      3   on many factors, though, including obtaining strong
 
      4   trade agreements that are properly enforced,
 
      5   enhancing the Administration's ability to negotiate
 
      6   increased market access for U.S. agriculture, and
 
      7   building in the necessary changes to the WTO dispute
 
      8   settlement process to ensure timely resolution of
 
      9   disputes.
 
     10                  When Congress passed the 1996 Freedom
 
     11   to Farm Act, it phased out our price supports,
 
     12   making U.S. agriculture more dependent on the world
 
     13   market.  American farmers and ranchers produce an
 
     14   abundant supply of commodities far in excess of our
 
     15   domestic needs, and our productive value continues
 
     16   to increase every year.  Exports are agriculture's
 
     17   source for future growth in sales and income.
 
     18                  As you're well aware, U.S.
 
     19   agriculture is reeling from low commodity prices
 
     20   this year.  In Texas, total cash receipts from
 
     21   foreign markets declined 3.5 percent from 1997 to



 
     22   1998 and have fallen an additional 11 percent so far
 
     23   this year.  For 1999, Texas cash receipts for crops
 
     24   are off 38 percent compared to this same time last
 
     25   year.  Given an abundant domestic supply and a
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      1   stable U.S. population rate, the job of expanding
 
      2   existing market access and opening new export
 
      3   markets for agriculture is more important now than
 
      4   ever.  Agriculture's long-standing history of a
 
      5   trade surplus will not continue if we relegate to
 
      6   the sidelines as new negotiations in agriculture
 
      7   commerce continue.
 
      8                  Moreover, global food demand is
 
      9   expanding rapidly, and more than 95 percent of the
 
     10   world's consumers live outside the U.S. borders.
 
     11   Despite significant progress in opening U.S.
 
     12   markets, agriculture remains one of the most
 
     13   protected and one of the most subsidized sectors in
 
     14   the world's economy.  In addition, U.S. agricultural
 
     15   producers are placed at a competitive disadvantage
 
     16   due to the growing number of regional trade
 
     17   agreements among our competitors.  MERCOSUR, for
 
     18   example, has provided Argentina with trade
 
     19   preference to Brazil wheat markets, costing Texas
 
     20   producers lost sales and profits in that growing
 
     21   market for grains.



 
     22                  What we see is objectives for the
 
     23   next round.  Our U.S. negotiators must
 
     24   comprehensively address high tariffs, trade
 
     25   distorting subsidies, and other restrictive trade
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      1   practices in the new round of negotiations on
 
      2   agriculture.
 
      3                  Our market is the most open in the
 
      4   world.  There's no denying that.  We cannot sit idly
 
      5   by while our competitors trade openly in our markets
 
      6   but deny us access into their markets.  We must
 
      7   begin the negotiations and conclude them as early as
 
      8   possible to include U.S. and Texas agricultural
 
      9   producers on a level playing field with the rest of
 
     10   the world.  To this end, we suggest a goal to
 
     11   complete the agricultural negotiations by the end of
 
     12   2002 to ensure that producers gain increased market
 
     13   access to these markets.
 
     14                  Second, we support a single
 
     15   undertaking for the next round wherein all
 
     16   negotiations conclude simultaneously.  This format
 
     17   would prevent other countries from leaving the
 
     18   difficult agricultural negotiations until the bitter
 
     19   end, while more or less cherry-picking the easier
 
     20   negotiations in other sectors.  We believe that this
 
     21   approach will prevent long, drawn-out negotiations



 
     22   that become too complicated to conclude
 
     23   expeditiously.
 
     24                  Third, we must call for the
 
     25   elimination of export subsidies by all WTO member
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      1   countries.  Our producers cannot compete against the
 
      2   mountain of spending by our primary competitors like
 
      3   the EU.  The EU spends in excess of eight times the
 
      4   level of domestic and export subsidies as the United
 
      5   States.  Data from the USDA and the European
 
      6   Commission show that total EU domestic and export
 
      7   subsidy expenditures for 1997 exceeded 46 billion
 
      8   dollars, compared to 5.3 billion spent by the United
 
      9   States.  This level of spending distorts world trade
 
     10   and undermines U.S. producers' competitiveness in
 
     11   vital export markets.  EU export subsidies on wheat
 
     12   alone average $1.13 a bushel during April of 1999.
 
     13   As a result, Texas wheat has been put at a distinct
 
     14   disadvantage on the world market, selling at nearly
 
     15   $5 a ton above wheat from the EU.  Consequently, EU
 
     16   export subsidies were one of the factors
 
     17   contributing to the decline in U.S. Gulf wheat
 
     18   exports.
 
     19                  Fourth, we believe that the new
 
     20   negotiations must include a recommitment to a
 
     21   binding agreement to resolve sanitary and



 
     22   phytosanitary issues based on scientific principles
 
     23   according to the WTO agreement of sanitary and
 
     24   phytosanitary measures.  Unfounded Mexican health
 
     25   restrictions on hogs are one example of a
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      1   non-scientific animal health regulation which has
 
      2   virtually stopped Texas hog producers from entering
 
      3   Mexico during certain time periods.  Fortunately,
 
      4   many of these issues have been resolved, but not
 
      5   before trades were disrupted and prices declined.
 
      6   The provisions of the Uruguay Round SPS agreement
 
      7   are sound and do not need to be reopened, in our
 
      8   opinion.
 
      9                  Fifth, the next round should result
 
     10   in tariff equalization and increased market access
 
     11   by requiring U.S. trading partners to eliminate
 
     12   trade barriers within specific time frames.  Our
 
     13   producers compete openly in their own domestic
 
     14   market and with their foreign competitors, but are
 
     15   shut out of export markets due to high tariffs.
 
     16   Canadian tariffs of 250 percent on imported milk and
 
     17   300 percent on butter have severely limited Texas
 
     18   access to affluent consumer markets.  We need to
 
     19   correct this imbalance for all our farmers.  All WTO
 
     20   member countries should reduce tariffs, both bound
 
     21   and applied, in a manner that provides commercially



 
     22   meaningful access on an accelerated basis.
 
     23                  Sixth, we must impose disciplines on
 
     24   State Trading Enterprises that distort the flow of
 
     25   trade in world markets.  Every effort should be made
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      1   to craft an agreement that sheds light on the
 
      2   pricing practices of the STE's and end their
 
      3   discriminatory practices.  Our producers have lost
 
      4   too many sales in third country markets due to the
 
      5   noncompetitive, nontransparent operations of STE's.
 
      6                  Seventh, we must ensure market access
 
      7   for biotechnology products formed from the GMO.
 
      8   Significant delays and a lack of transparency in the
 
      9   regulatory approval process for GMO's in the EU
 
     10   indicate a need to clearly establish that
 
     11   biotechnology products are covered by the
 
     12   science-based provisions of the WTO SPS Agreement.
 
     13   We cannot continue to be held hostage to the EU's
 
     14   nontransparent discriminatory process that deny us
 
     15   market access just because of our GMO products.
 
     16                  Finally, our negotiators must make
 
     17   changes to trading practices that would facilitate
 
     18   and shorten dispute resolution procedures and
 
     19   processes.  The process for a WTO dispute settlement
 
     20   case typically runs two years; three years if the
 
     21   WTO ruling is implemented.  Our trading partners



 
     22   cannot be allowed to unilaterally weaken the very
 
     23   principles negotiated in that Uruguay Round
 
     24   Agreement.  The expedited dispute settlement process
 
     25   for perishable agricultural products outlined in the
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      1   WTO Dispute Settlement Understanding should be
 
      2   modified to allow the procedure to be used if the
 
      3   agreed party requests it.  Currently the WTO
 
      4   requires that both parties in the case agree to use
 
      5   this procedure.  As a result, it's never been used.
 
      6                  As mentioned, nearly 25 percent of
 
      7   Texas farm cash receipts are attributed to
 
      8   agricultural exports, with an additional 4.1 billion
 
      9   in economic activity to Texas tied directly to these
 
     10   same exports.  In summary, we support liberalization
 
     11   in global agricultural markets that will result in
 
     12   true reform of the current trading regime and bring
 
     13   about fair trade for our producers.  With declining
 
     14   government supports to U.S. agriculture, however,
 
     15   greater access to international markets will be an
 
     16   important force in influencing the future growth and
 
     17   prosperity of the agricultural economy of Texas and
 
     18   the United States.
 
     19                  Mr. Chairman, on a personal note,
 
     20   it's extremely important that this message be
 
     21   delivered in Washington, the importance of opening



 
     22   markets with which we currently have trading
 
     23   restrictions with.  These include such countries as
 
     24   Iran, Iraq, Libya and even neighbors of the U.S.,
 
     25   Cuba.  The survival of the agriculture industry in
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      1   this country as we know it today is dependent upon
 
      2   the principles set forth in the presentation and the
 
      3   opening of sanctioned markets.
 
      4                  Just as a side note, we thank you for
 
      5   the -- as Commissioner Combs alluded to, about the
 
      6   lamb issue on the markets, the lamb industry needs
 
      7   that significantly.  But we feel it shows the need
 
      8   for a more speedy resolution to those WTO disputes.
 
      9                  If you have any questions, I'll be
 
     10   happy to answer those.
 
     11                  MR. GALVIN:  Thanks, Curt.  Just a
 
     12   couple of quick comments, if I can.  First of all,
 
     13   on your point about sanctions, as you know, the
 
     14   President has announced a revised sanctions policy.
 
     15   And we're very busy now working on the regs to put
 
     16   that in place, and we're hoping that they're going
 
     17   to be adopted in the next two to three weeks so that
 
     18   we can actually start making sales to places like
 
     19   Iran and Libya and elsewhere.
 
     20                  I'd like to go back to one of the
 
     21   earlier points that you made, because I think it's a



 
     22   point that's often overlooked.  And that is, there
 
     23   are a lot of free trade agreements, special trading
 
     24   arrangements in this hemisphere; there's over 30 of
 
     25   them, and the U.S. is a party to only one of them,
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      1   and, of course, that's NAFTA.  I think one of the
 
      2   real risks we have if we don't have the negotiating
 
      3   authority we need is that we won't be able to really
 
      4   get to the table to make sure that we have a part in
 
      5   these market opening agreements.
 
      6                  And a good example of how that
 
      7   disadvantages U.S. producers is the current free
 
      8   trade arrangement that Canada has with Chile.
 
      9   Because those two countries have a free trade
 
     10   agreement, Canadian grain and livestock and other
 
     11   products get into Chile essentially duty-free, and
 
     12   that's an 11 percent advantage that we don't enjoy
 
     13   here in the U.S.
 
     14                  MR. MOWERY:  That's great.  We
 
     15   appreciate that.
 
     16                  MS. BOMER-LAURITSON:  Yeah, I have a
 
     17   question on -- you raised the issue of the single --
 
     18   basically the single undertaking that we should
 
     19   include all parts of a multilateral agreement at the
 
     20   same time so that agriculture doesn't get left
 
     21   behind.  And I know that's a concern to the



 
     22   agricultural community; I guess, though, if what
 
     23   your view is if the reverse were true.  For
 
     24   instance, if we were able to get agreement on
 
     25   agriculture in the two or three-year time period,
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      1   but there are actually some much more difficult
 
      2   sectors that we are looking to negotiate on, should
 
      3   we hold agriculture hostage to the conclusion of the
 
      4   negotiations of some of those other sectors?
 
      5                  MR. MOWERY:  We -- in our opinion, we
 
      6   feel to some extent agriculture has been held
 
      7   hostage to that.  They have gotten to an agreement
 
      8   and need one more bargaining chip; that bargaining
 
      9   chip seems to be our segment, our industry.  It
 
     10   seems to be something that will probably cause the
 
     11   least amount of problem or least amount of grief up
 
     12   in Washington when the agreement is sold.  And
 
     13   it's -- whether the tariffs are increased to that
 
     14   country or whatever, whatever it takes to make it
 
     15   work, we pretty much feel we're the bargaining chip
 
     16   that is used to help get the agreement to go ahead
 
     17   and settle through.
 
     18                  MS. BOMER-LAURITSON:  And I have
 
     19   another question on biotechnology.  You made a
 
     20   comment that you don't really see a reason for
 
     21   opening up the SPS Agreement for renegotiation, but



 
     22   looking for recommitment to it.  And then, in your
 
     23   later remarks, you talked about biotechnology
 
     24   incorporating that into SPS.  Have you looked at a
 
     25   mechanism of how we balance those two so that we
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      1   don't open up the SPS, but somehow make sure that
 
      2   the problems we are having with EU on approval
 
      3   processes is somehow more firmly linked to the SPS?
 
      4                  MR. MOWERY:  No, we haven't.  Not to
 
      5   my knowledge, no.
 
      6                  MS. BOMER-LAURITSON:  And that would
 
      7   be something I think we would welcome ideas --
 
      8                  MR. MOWERY:  On that?  Yeah.
 
      9                  MS. BOMER-LAURITSON:  -- on that as
 
     10   to how we're going to move biotech forward without
 
     11   opening up the SPS Agreement.
 
     12                  MR. MOWERY:  Okay.  We can do that.
 
     13   Thank you.
 
     14                  MR. PURCELL:  Okay.  Next we'll hear
 
     15   from, representing Farmland Industries, J.B.
 
     16   Cooper.
 
     17                  MR. COOPER:  Greetings to you, the
 
     18   Panel, on this important issue today.  I appreciate
 
     19   the opportunity to appear before you in this
 
     20   listening session.  My name is J.B. Cooper.  I am a
 
     21   farmer active in the production of cotton and grain



 
     22   sorghum since 1950 in West Texas.  I'm a member and
 
     23   patron of Farmland Industries through my association
 
     24   of two local cooperatives in my home area.  I've
 
     25   been a director of the Farmland Industries board in
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      1   years past and now serve on the Gulf Nations Council
 
      2   for that organization.
 
      3                  Farmland Industries is the nation's
 
      4   largest farmer-owned cooperative.  Founded in 1929,
 
      5   it is a federated co-op of over 1,700 cooperative
 
      6   partners and 600,000 farmer-owners who make up the
 
      7   Farmland Cooperative System.  Farmland has major
 
      8   businesses, units in fertilizer, meats, grain,
 
      9   feeds, petroleum, and shipping.  Focusing on meeting
 
     10   the needs of tomorrow's customer, Farmland has
 
     11   adopted business strategies to meet the demand of
 
     12   global consumers that is a producer-owned
 
     13   cooperative.
 
     14                  The future economic well-being of
 
     15   American agriculture is closely tied to our
 
     16   competitiveness in an expanded global market.  The
 
     17   importance of trade to the future of American
 
     18   agriculture has been emphasized in the 1996 Farm
 
     19   Bill, with the reduction in support of farm
 
     20   programs.  The U.S. producer will depend on exports
 
     21   for an estimated 35 percent of gross receipts by the



 
     22   year 2003.  U.S. trade policy must reflect a strong
 
     23   commitment to expanding world markets.
 
     24                  The importance of trade is
 
     25   underscored by America's shrinking share of the
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      1   world's population.  America now comprises only four
 
      2   percent of the world's population, and we're
 
      3   experiencing minimum population growth while many of
 
      4   the countries that we trade with are experiencing
 
      5   significant population growth.  To further add to
 
      6   this phenomena is a growing strength of the middle
 
      7   class.  The power of emerging middle classes
 
      8   worldwide made up of consumers with the ability to
 
      9   shift their consumption patterns have become a
 
     10   critical factor driving consumer markets.
 
     11                  In India, for example, there's 115
 
     12   million new members in the middle class in 2005.  In
 
     13   China there will be 196 million more members of the
 
     14   middle class by 2005.  These new middle class
 
     15   consumers around the world represent a booming
 
     16   potential market for our foreign products.
 
     17                  The Farmland System has developed
 
     18   business strategies focused on tackling the
 
     19   potential of the emerging world markets.  During the
 
     20   past six years the Farmland System's international
 
     21   sales have grown from less than 200 million to over



 
     22   4.1 billion dollars.  In Mexico, since the passage
 
     23   of the North American Free Trade Agreement, our
 
     24   trade has increased from less than 50 million in
 
     25   1992 to 450 million in 1998.
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      1                  The annual sales of Farmland
 
      2   Industries over the last couple of years has
 
      3   amounted to over 10 million dollars.  So about 40
 
      4   percent of the total sales of Farmland Industries,
 
      5   which is what the cooperative has now, is made up of
 
      6   international sales.
 
      7                  As you prepare for the upcoming trade
 
      8   round this November in Seattle, please consider the
 
      9   following items that we hope to illustrate:
 
     10   Elimination of export subsidies, tariffs must be
 
     11   further reduced, State Trading Enterprises must
 
     12   evolve to full price transparency and eventually to
 
     13   free market entities, the rules governing sanitary
 
     14   and phytosanitary measures must continue to be
 
     15   strongly based on sound science and risk assessment,
 
     16   assure trade in genetically-modified organisms is
 
     17   based on fair, transparent, and scientifically
 
     18   acceptable rules and measures.
 
     19                  Negotiations should be comprehensive,
 
     20   with the use of expedited actions and timeliness,
 
     21   with the same undertaking during the next round of



 
     22   negotiations.  Dispute settlement mechanisms must be
 
     23   shortened and there must be an end in the process.
 
     24   If countries are permitted to disregard dispute
 
     25   settlement findings, producers will have -- lose
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      1   confidence in the multilateral trading system.
 
      2                  Thank you again for the opportunity
 
      3   to appear before you today and provide comments on
 
      4   priorities for the upcoming trade talks.  American
 
      5   farmers, ranchers, and agribusiness people are
 
      6   growing more and more dependent on international
 
      7   trade for their livelihood and it is becoming
 
      8   increasingly important for the U.S. government to
 
      9   have a trade policy that is strongly committed to
 
     10   expanding opportunities for American farmers,
 
     11   ranchers, and businesses.  Thank you.
 
     12                  MR. GALVIN:  Thank you, Mr. Cooper.
 
     13   We appreciate it.
 
     14                  MR. PURCELL:  I just noticed
 
     15   something as we go along.  If you have a pager or
 
     16   cell phone, please turn it off.  Because once again,
 
     17   this is being transmitted live on the Internet and I
 
     18   know a lot of radio stations are recording it.
 
     19                  Next we're going to hear from the
 
     20   American Peanut Shellers Association, Evans
 
     21   Plowden, Jr.



 
     22                  MR. PLOWDEN:  Thank you.  Good
 
     23   morning.  Again, I'll repeat the comments of earlier
 
     24   speakers.  We appreciate this opportunity to present
 
     25   our views to you on the upcoming trade talks.  We
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      1   particularly thank Commissioner Combs and her staff
 
      2   for the accommodations that they've made to us over
 
      3   the last few weeks in preparing for our testimony
 
      4   and these accommodations here today.
 
      5                  I represent the American Peanut
 
      6   Shellers Association.  Our organization is a trade
 
      7   association representing most of the commercial
 
      8   peanut shellers in the United States.  The U.S. is
 
      9   the third largest producer of peanuts in the world;
 
     10   however, we are the largest producer of edible
 
     11   peanuts.  Both China and India produce more peanuts
 
     12   than we do, but most of their crop is crushed into
 
     13   oil.  They are, however, a significant producer of
 
     14   edible peanuts, but not quite as large as we are.
 
     15                  Most of our crop -- most of the
 
     16   United States crop is used for edible purposes in
 
     17   confectionery, peanut butter, and salted nuts.  The
 
     18   United States is a major exporter of edible peanuts
 
     19   in the world trade, although in the last few years,
 
     20   it is not the largest exporter.  At one time we did
 
     21   occupy the number one position, but we no longer are



 
     22   number one.  But we are a major exporter.
 
     23                  We recognize that today, this next
 
     24   round of trade talks, is in a very, very early stage
 
     25   and we don't know what other countries' proposals
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      1   may be with respect to peanuts.  However, there are
 
      2   two issues that are fairly clear today that we'd
 
      3   like to present to you.
 
      4                  We are also convinced - and I want to
 
      5   emphasize this as much as I can - that the next
 
      6   round of international trade negotiations will be
 
      7   vital with respect to the peanut industry.  The
 
      8   health -- future health of the industry - and I
 
      9   include that in that term, not only our group but
 
     10   growers and manufacturers as well - will be
 
     11   influenced by the results of this next round.
 
     12                  The two issues I want to mention
 
     13   today are conflicting United States policies and
 
     14   unscientific European trade -- I'm told to call them
 
     15   standards.  I see them as barriers.  But I guess to
 
     16   be polite, they would be called standards.  Both of
 
     17   these are going to adversely affect the United
 
     18   States peanut industry.
 
     19                  First, the conflicting United States
 
     20   policies.  Our country has favored free trade.  Most
 
     21   of the speakers here today also favor free trade.



 
     22   And pursuant to that policy, we've opened our
 
     23   borders to significant quantities of lower
 
     24   world-priced edible peanuts.  These imports enter in
 
     25   the form of either raw peanuts, kernels or in-shell,
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      1   peanut butter or peanut paste - which is essentially
 
      2   a primitive form of peanut butter - and also,
 
      3   importantly and somewhat overlooked, as an
 
      4   ingredient in confections; candy coming into the
 
      5   United States that already has peanuts in it.
 
      6                  The United States also maintains a
 
      7   domestic quota peanut program, which, in essence,
 
      8   requires peanut shellers to purchase only domestic
 
      9   quota peanuts for domestic edible use.  Those
 
     10   domestic peanuts are supported at a price of -- a
 
     11   national price of $600 per ton.  Therefore, on the
 
     12   one hand, we're faced with a government policy that
 
     13   allows world-priced peanuts into the United States,
 
     14   which are roughly $350 per ton, and another policy
 
     15   that requires us to purchase for our uses much
 
     16   higher priced peanuts.
 
     17                  Let me emphasize that today my goal
 
     18   is not to disagree with either one of these
 
     19   policies.  Advocates can make a good argument for
 
     20   either.  Rather, my point is to point out to you
 
     21   that we can't survive with both.  Our industry



 
     22   cannot compete with $350 per ton world market
 
     23   peanuts if we, by law - in essence, by law - have to
 
     24   purchase $610 per ton peanuts for our competing
 
     25   product.
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      1                  I'm sure most of you-all have heard
 
      2   the story of the fellow selling watermelons, and he
 
      3   was losing money on each one and he decided his
 
      4   solution was to make it up on volume.  And so he was
 
      5   going to buy a bigger truck to make it up on
 
      6   volume.  We simply can't get a large enough truck to
 
      7   make 610 competitive with 350.  I want to emphasize
 
      8   one more time, I'm not criticizing either one of
 
      9   these policies, but they're in conflict and we can't
 
     10   survive with the expansion of both of them.
 
     11                  Let me touch a moment on the
 
     12   unscientific trade barriers in the EU.  The European
 
     13   Union is our largest export market for edible
 
     14   peanuts.  It has implemented an aflatoxin import
 
     15   standard applicable to peanuts, and, frankly,
 
     16   applicable to other products as well, that is not
 
     17   scientific based and is quite detrimental to trade.
 
     18                  Rather than discuss the technical
 
     19   details of that restriction or standard here, I've
 
     20   taken the liberty of attaching an appendix to my
 
     21   testimony that I hope will give you the technical



 
     22   background that you may need with respect to that
 
     23   issue.
 
     24                  The restrictions, suffice it to say,
 
     25   are much more stringent than those required in the
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      1   United States and those required or set by
 
      2   international standard-setting bodies.  Meeting the
 
      3   EU standards is very, very difficult and detrimental
 
      4   to the United States peanut industry, but that
 
      5   difficulty is compounded by the sampling and testing
 
      6   systems that are in use in the EU.  If United States
 
      7   peanuts are tested here in the U.S. by a
 
      8   USDA-approved laboratory and certified as meeting
 
      9   even those standards that the EU has set -- which,
 
     10   again, we think are not scientifically based.  But
 
     11   even if we were allowed to have the peanuts tested
 
     12   in the United States under those standards, we would
 
     13   have the assurance that when those peanuts reach
 
     14   Europe, they would be accepted.
 
     15                  The situation now is that it
 
     16   tested -- the EU will not recognize USDA-approved
 
     17   labs, and it's therefore tested in the EU.  And if
 
     18   for some reason they fail when they get there, the
 
     19   U.S. shipper is faced with a quantity of peanuts
 
     20   overseas with very, very few alternatives with
 
     21   respect to that product.  If we were allowed to test



 
     22   them here, even if they failed, we would have a
 
     23   number of other alternatives that we could
 
     24   practically use and operate in a fashion that would
 
     25   allow us to mitigate, at least, the consequences of
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      1   this unscientific standard.
 
      2                  In summary, it would be our hope that
 
      3   eventually the EU standard could be brought in line
 
      4   with the Codex Alimentarius standard, which is the
 
      5   international standard-setting or
 
      6   standard-recommending body.  We would hope that that
 
      7   standard could be brought in line with what they
 
      8   have concluded is appropriate.  But in the interim
 
      9   we would hope that our representatives could
 
     10   negotiate an agreement with the EU so that the
 
     11   sampling and testing could be done in USDA-approved
 
     12   labs before leaving American ports.
 
     13                  Let me just say finally that we know
 
     14   we're looking at a number of years of tasks before
 
     15   us and before you.  We're willing and anxious to be
 
     16   of assistance wherever we can.  If we continue on
 
     17   this conflicting course, I'm afraid that we will see
 
     18   the United States peanut industry move offshore,
 
     19   which would be a tragedy for American peanut
 
     20   growers, our industry, manufacturers, and I think
 
     21   for the American consuming public.  So we wish you



 
     22   well and we'll be of assistance whenever we can.
 
     23                  If I could respond to any questions,
 
     24   I'd be happy to.  Otherwise I'll yield whatever
 
     25   time, if any, I have to the next speaker.
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      1                  MR. GALVIN:  Mr. Plowden, thank you.
 
      2   I realize this is a bit of a loaded question, but do
 
      3   you have any suggestions for us on how we go about
 
      4   trying to resolve what you describe as that
 
      5   conflicting U.S. policy?
 
      6                  MR. PLOWDEN:  Well, I would have a
 
      7   couple of comments, with the caveat, Mr. Galvin,
 
      8   that none of this be considered as association
 
      9   policy.  But somehow, if we're going to open the
 
     10   borders to imports, which we have done either
 
     11   through granting other countries access or, as I
 
     12   say, using peanuts in other products that come into
 
     13   the United States, we have to find a mechanism that
 
     14   protects the American farmer price wise but does not
 
     15   penalize the customer of that product and give that
 
     16   customer, our people and manufacturers, an
 
     17   uncompetitive product.
 
     18                  And that's a policy decision that I'm
 
     19   sure Congress will have to look at.  It has found
 
     20   that solution with many, many other agriculture
 
     21   products, as you know.  When in its wisdom it has



 
     22   decided that agriculture needs some support - not
 
     23   necessarily subsidy, but some support - it has made
 
     24   the political decision in a way that did not, at the
 
     25   same time, make that product uncompetitive in its
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      1   marketplace.
 
      2                  So I don't want to try to suggest a
 
      3   specific solution.  There are a number that have
 
      4   been kicked around in Congress, but I think the
 
      5   basic guideline has to be that if we are to compete
 
      6   in this U.S. market, then we have to have a
 
      7   competitively priced product.  Now, I'm not
 
      8   proposing here today that the peanut farmer needs to
 
      9   simply cut his price or cut his income to the level
 
     10   of world market; that's a decision that undoubtedly
 
     11   will be made in Congress over time with a lot of
 
     12   input from a number of people.  But whatever that
 
     13   solution is, it's got to make that product price
 
     14   competitive.
 
     15                  For many, many years before NAFTA and
 
     16   GATT -- before NAFTA and the latest round of GATT,
 
     17   there were essentially no imports of peanuts allowed
 
     18   into the United States.  So there was not a
 
     19   competing product that was lower priced.  We don't
 
     20   have that today, after both NAFTA and GATT, so
 
     21   creative minds are going to have to find a way to



 
     22   deal with that new reality.
 
     23                  And I'm not proposing here today that
 
     24   the way to solve that problem is to simply cut farm
 
     25   income, but farm income will be cut unless we find
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      1   an answer to it, because the product can't be sold.
 
      2                  MR. GALVIN:  Thank you very much.
 
      3                  MR. ACETO:  Just one quick question.
 
      4   Who was the practical beneficiary of this European
 
      5   standard being set?  Are they meeting their
 
      6   demands --
 
      7                  MR. PLOWDEN:  I don't really think
 
      8   it's the typical situation where you have somebody
 
      9   being protected, frankly, because the EU does not
 
     10   grow peanuts.  I think it is a product of an
 
     11   unrealistic fear with regard to food safety that
 
     12   seems to be sweeping throughout Europe.  We have had
 
     13   some success in -- particularly in Codex, in getting
 
     14   a standard that is scientifically based and frankly
 
     15   is similar to the standard in the U.S., and work is
 
     16   continuing.  Both USTR and the USDA have been most
 
     17   helpful in that regard, and we just hope we can
 
     18   continue to make progress with respect to the
 
     19   standard.
 
     20                  But if we can't -- in the meantime,
 
     21   if we can find some practical help in, say -- you



 
     22   probably know, if you sample any large fungible
 
     23   group of products, even the sample itself is going
 
     24   to vary unless you sample the entire product.  And
 
     25   therefore you destroy the product in the sampling
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      1   process.  So you're going to have variations.
 
      2                  We need a situation where we can
 
      3   sample it at the earliest point, where the owner has
 
      4   the most possible alternatives with respect to that
 
      5   sample.  Right now we're sampling at the last
 
      6   possible point.  Thank you.
 
      7                  MR. PURCELL:  Okay.  Thank you very
 
      8   much.
 
      9                  We've been going pretty steady here
 
     10   for an hour and a half.  It's 10:30.  We're going to
 
     11   take about a five-minute break, and let's all plan
 
     12   on being here at 10:35.  Yeah.  Back in here at
 
     13   10:35.  Thank you.
 
     14                          (BREAK)
 
     15                  MR. PURCELL:  Okay.  We'll get
 
     16   started back again.  And a reminder, we are running
 
     17   a little bit behind schedule.  So a reminder, please
 
     18   keep your comments within the five-minute window, if
 
     19   you could, and we'll try and get back on schedule.
 
     20                  We left off -- our next speaker will
 
     21   be Dan Hunter, representing the National Peanut



 
     22   Growers Group.
 
     23                  MR. HUNTER:  Do we want to wait on
 
     24   Commissioner Combs?
 
     25                  MR. PURCELL:  No.  She's going to be
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      1   gone for about 20 to 25 minutes.
 
      2                  MR. HUNTER:  Okay.  First of all, I
 
      3   appreciate the opportunity to be here before you
 
      4   today.  It's an honor to be able to come before this
 
      5   group, and we appreciate the efforts that's being
 
      6   made not only by USDA and USTR and the State
 
      7   Department as well, but we appreciate the listening
 
      8   sessions that are being held throughout the
 
      9   country.
 
     10                  I represent the Southwestern Peanut
 
     11   Growers Association.  Today I'm here to represent
 
     12   the National Peanut Growers Group.  The United
 
     13   States was, as was earlier mentioned, was once
 
     14   relied on as the predominant world market supplier
 
     15   of peanuts based upon a combination of price and
 
     16   quality.  With past trade agreements assuring
 
     17   Argentina and other countries a share of the U.S.
 
     18   market, the trade laws have encouraged an expansion
 
     19   of peanut production in countries which supplies not
 
     20   only part of the U.S. market but also much of the
 
     21   world market.



 
     22                  According to trade balance data, GATT
 
     23   and NAFTA appear to have caused America, especially
 
     24   in peanuts, to become more foreign food dependent,
 
     25   and history always tells us that those who become
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      1   dependent upon other food supplies will always be
 
      2   vulnerable.  And when we look at food security, we
 
      3   look at it as a national security issue and truly
 
      4   believe that food security is the umbrella of
 
      5   national security.
 
      6                  In our opinion, previous trade
 
      7   agreements have failed to adequately provide
 
      8   safeguards for changing exchange rates between
 
      9   currencies or for dramatic fluctuations in the
 
     10   stability of overseas economies.  Asia has
 
     11   historically been one of the largest markets for
 
     12   U.S. exported peanuts, but the recent financial
 
     13   problems have dramatically reduced the amount of
 
     14   peanuts exported to this region.  China is now the
 
     15   largest producer of peanuts in the world, and while
 
     16   only a small quantity of their peanuts can enter the
 
     17   U.S. annually, instead they enter through other
 
     18   countries such as Canada.  In countries like Canada,
 
     19   these Chinese peanuts are then made into butter
 
     20   and/or paste, as was mentioned earlier, and are
 
     21   entering the U.S. in expanding quantities.  China



 
     22   has also recently become a major world supplier in a
 
     23   market that has become driven by cash needs, with
 
     24   little or no consideration for quality or market
 
     25   price.  The U.S. peanut-producing industry has been
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      1   damaged as a result of the U.S. failing to ensure
 
      2   strict rules of origin when the Canadian Free Trade
 
      3   and North American Free Trade Agreements were
 
      4   negotiated.
 
      5                  The following points are a few items
 
      6   which we would like for you to consider, simple
 
      7   points when you develop trade policies, especially
 
      8   as they relate to the peanut industry.  In looking
 
      9   back at past trade agreements, the U.S. peanut
 
     10   grower, to my knowledge, has not benefitted.
 
     11   There's now not a single country importing U.S.
 
     12   peanuts merely as a result of NAFTA or GATT.  Rather
 
     13   than seeing exports increase as a result of the
 
     14   trade agreements, we have instead seen them
 
     15   decline.  U.S. exports -- as was mentioned earlier,
 
     16   U.S. used to be the number one exporter in the world
 
     17   market as far as peanuts were concerned, with
 
     18   decrease from 403,000 metric tons in 1991 to almost
 
     19   half of that, of 203,000 metric tons, in 1997
 
     20   and '98.
 
     21                  Secondly, to my knowledge, there's



 
     22   been no consideration given in the past agreements
 
     23   to the U.S. government regulatory system as compared
 
     24   to other countries.  And it was mentioned earlier,
 
     25   and I'm sure will be mentioned throughout testimony
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      1   today, the U.S. farmers must comply with the
 
      2   numerous amount of regulations.  Many of these
 
      3   factors, of course, are not found in other
 
      4   countries, and put our producers at a disadvantage
 
      5   as far as price competition.  We must be given the
 
      6   opportunity to compete on a level playing field,
 
      7   which in our case has not equated to the definition
 
      8   of free trade.
 
      9                  Market access must be controlled by
 
     10   strict rules of origin.  As I mentioned earlier,
 
     11   Canada does not grow peanuts; however, they have
 
     12   built an entire infrastructure based upon processing
 
     13   peanuts into peanut products for the export market.
 
     14   And as I mentioned, China dumps these peanuts on the
 
     15   world market for cash needs and then countries such
 
     16   as Canada pick them up and process them and bring
 
     17   them into the U.S. market at below-market cost.
 
     18                  In addition, access for a commodity
 
     19   should be granted to countries, in our opinion, that
 
     20   are directly involved in producing the commodity as
 
     21   determined by the rules of origin.  As you know,



 
     22   every imported peanut, peanut product, peanut paste
 
     23   coming into this country displaces the domestically
 
     24   produced peanut, displaces a peanut that the
 
     25   shellers can then shell and the manufacturer can
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      1   then also manufacture.  And it removes incomes from
 
      2   our farmers in their communities and damages our
 
      3   balance of payments.
 
      4                  Fourthly, the current agreements fail
 
      5   to adequately provide, in our opinion, safeguards in
 
      6   the event of change in exchange rates between
 
      7   countries, as evident by the recent economic woes in
 
      8   the Asian market.  This is an important issue and
 
      9   must be considered in many future trade agreements.
 
     10                  It was also clear in the last meeting
 
     11   of the WTO in Geneva for the anniversary
 
     12   celebration, which Tim Galvin, you mentioned you
 
     13   were at, that phytosanitary and sanitary standards
 
     14   were to be a strong -- that, you know, that would be
 
     15   a strong concern.  We need to continue to work
 
     16   towards those efforts and make sure that those
 
     17   efforts are strengthened in the sanitary and
 
     18   phytosanitary efforts.
 
     19                  And as far as other items, with the
 
     20   elimination, as you know, of the Section 22 during
 
     21   the NAFTA negotiations, import protections for



 
     22   peanut growers, of course, now are very few.  One
 
     23   thing that we would ask, as an import sensitive
 
     24   product, that the Administration take a look at the
 
     25   possible snap-back provisions that would protect the
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      1   peanut program at any time imports cause significant
 
      2   interference to the operation of the market.
 
      3                  As you know, the peanut industry as a
 
      4   whole opposed -- or the growers opposed both NAFTA
 
      5   and GATT.  And our reasons for opposing the
 
      6   agreements are more evident today.  We have lost not
 
      7   only our number one world ranking as far as
 
      8   exporting in the market, but we also lost 20 percent
 
      9   of our market share.  And to be more competitive,
 
     10   U.S. farmers were also asked to reduce their prices,
 
     11   and took a 10 percent reduction in the last Farm
 
     12   Bill as far as their domestic support prices.  That
 
     13   price support rate has remained frozen, as you well
 
     14   know, which essentially, for the farmer out there,
 
     15   equates into an annual decline and reduction of
 
     16   income due to inflationary costs.  As a peanut
 
     17   farming industry, we are not better off today prior
 
     18   to NAFTA and GATT -- as we were prior to NAFTA and
 
     19   GATT.  And this is not only evidenced by the farm
 
     20   income reductions, but is also evident by the
 
     21   reduction in the number of U.S. peanut farmers.  We



 
     22   have seen 35 percent, over one-third of the U.S.
 
     23   farmers in the United States that produce peanuts,
 
     24   go out of business.
 
     25                  In order that the U.S. peanut
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      1   producers can make adjustments necessary to maintain
 
      2   their role in producing the world's highest quality
 
      3   peanuts, as was mentioned earlier by Mr. Plowden,
 
      4   our product goes into the market, into the export
 
      5   market, as an edible market.  Most other peanuts,
 
      6   especially those produced in China, which is the
 
      7   largest producer, goes into the crush market or into
 
      8   the oil market.
 
      9                  We believe that both domestic and
 
     10   import markets have -- we have the highest quality
 
     11   in both those markets.  And we strongly recommend
 
     12   that minimum access import levels for peanuts
 
     13   entering U.S. trade channels not be increased above
 
     14   the level permitted in the last year of the Uruguay
 
     15   Round.  And over quota -- and secondly, over-quota
 
     16   tariff rates for shelled and in-shell peanuts be
 
     17   maintained at the level specified in the last year
 
     18   of the agreement.
 
     19                  As the U.S. moves forward with its
 
     20   farm policy, we realize that we must -- that less
 
     21   than two percent of the population carries the food



 
     22   security risk of our country.  The farm population
 
     23   is not going to increase.  While the demands placed
 
     24   upon them continue to grow every year, we cannot
 
     25   reduce our production capability or allow the U.S.
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      1   producer to be driven out of the market.  Because
 
      2   the United States undertook an across-the-board
 
      3   reduction, a one-size-fits-all approach, if you
 
      4   will, to GATT and NAFTA, the U.S. peanut farmer lost
 
      5   a great deal in both of the agreements.  And as a
 
      6   direct result of import concessions by the U.S., we
 
      7   have seen over a half of a billion tons -- or half
 
      8   of a million tons of peanuts be imported into the
 
      9   United States since GATT was finalized.
 
     10                  If there are U.S. commodities and
 
     11   products that would benefit from trade talks, the
 
     12   U.S. should limit its discussion, in our opinion, to
 
     13   those commodities and those products.  The U.S. must
 
     14   avoid punishing across-the-board Tariff Rate Quota
 
     15   reductions for this country or discussions of
 
     16   allowing countries to meet average tariff rate
 
     17   reduction commitments by decreasing tariffs on
 
     18   products of no interest to the U.S.  We acknowledge
 
     19   that this process, of course, would add more
 
     20   difficulty to the talks, but in our opinion, it's
 
     21   very vital to our industry.



 
     22                  Finally, we ask that the
 
     23   Administration understand the dramatic loss that the
 
     24   U.S. peanut producer has experienced from GATT and
 
     25   NAFTA trade agreements, and we ask that you take
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      1   this into account when considering any new trade
 
      2   agreements.
 
      3                  I thank you for your time, and once
 
      4   again, we appreciate the opportunity to be here
 
      5   today.  And I'll answer any questions.
 
      6                  MR. GALVIN:  Thank you, Dan.  I've
 
      7   got, I guess, a two-part question.  First, could you
 
      8   comment just very briefly on the world playing field
 
      9   for peanuts?  How unlevel is it?  What sort of
 
     10   subsidies or protection do some of the other major
 
     11   producing countries offer their peanut industry?
 
     12                  And then the second part of that
 
     13   question is, if we ever got to this sort of nirvana,
 
     14   where there was a perfect world, a perfectly level
 
     15   playing field, how competitive then do you think the
 
     16   U.S. peanut industry would be?
 
     17                  MR. HUNTER:  In answer to your first
 
     18   question, let me maybe put it into context in a
 
     19   realization of what the peanut production in the
 
     20   worldwide is.  If you took what the United States
 
     21   currently produces, which is around 1.5 million tons



 
     22   of peanuts, and you added even the production in
 
     23   South America and essentially every part of the
 
     24   world except for India and China, that's about three
 
     25   million tons.  The Chinese produce 11 million tons
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      1   of peanuts.  Okay?  When they dump a significant
 
      2   part of their product on the market - and when I say
 
      3   dump, literally, essentially, that's what they're
 
      4   doing as a cash need - when we look at the
 
      5   competitiveness there, it's not necessarily a price
 
      6   distorting as far as subsidies are concerned.  But
 
      7   you have to realize that we in the United States, as
 
      8   I said, produce about 1.5 million tons.  They're
 
      9   producing 11 million tons, and they still hand pull
 
     10   every peanut plant, shake every peanut plant by
 
     11   hand, and pick every peanut off the peanut plant
 
     12   itself.  So when you look at that production cost,
 
     13   there's one of the items that you'll never be able
 
     14   to truly address, I guess is what I'm saying there.
 
     15                  And the perfect nirvana, as far as
 
     16   what the world market would look like, I think you
 
     17   have to realize that in the United States we produce
 
     18   a product that is important to the consumer out
 
     19   there, and we feel it's very important that the
 
     20   consumer have a product at a good price.  And that's
 
     21   very evident by the fact that any time you look at



 
     22   when there's talk of being competitive on the world
 
     23   market, products coming into the United States at
 
     24   less than world market or less than domestic market
 
     25   price, if you'll notice that even since 1996 and
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      1   since GATT and NAFTA were negotiated, consumer
 
      2   prices, even with the 10 percent reduction in
 
      3   domestic support rate and an influx of cheaper
 
      4   imports, consumer prices have yet to go down.
 
      5                  So I think that kind of answers that
 
      6   question.
 
      7                  Yes, ma'am?
 
      8                  MS. BOMER-LAURITSON:  I want to make
 
      9   sure I understand the reasons behind comments that
 
     10   you and Mr. Plowden made, and that's the loss of
 
     11   market share on the export market for edible
 
     12   peanuts.  On the edible peanuts side, who are the
 
     13   competing countries and what are the factors that
 
     14   have led to us no longer being the number one --
 
     15                  MR. HUNTER:  Well, part of it is what
 
     16   he mentioned with regards to an aflatoxin.  We also
 
     17   have seen an increase in those countries out there
 
     18   where we have helped, as far as in trade agreements,
 
     19   to increase their production, such as Argentina.
 
     20   China, once again, is exporting more peanuts into
 
     21   the world market than ever before and become a major



 
     22   player.
 
     23                  Thank you very much.
 
     24                  MR. PURCELL:  Okay.  Thank you, Dan.
 
     25                  Next two speakers represent the sugar
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      1   industry.  First we'll hear from Jack Nelson of the
 
      2   Rio Grande Valley Sugar Growers.
 
      3                  MR. NELSON:  I, too, want to thank
 
      4   you for the opportunity to participate in this
 
      5   listening session.  My name is Jack Nelson and I'm
 
      6   president of the Rio Grande Valley Sugar Growers.
 
      7   Rio Grande Valley Sugar Growers is a cooperative
 
      8   that's owned by 134 farmers and produces 35 to 45
 
      9   thousand acres of sugar cane in Hidalgo, Cameron,
 
     10   and Willacy Counties.  Rio Grande Valley Sugar
 
     11   Growers injects about 40 to 60 million dollars into
 
     12   that local economy.  We're very important in that
 
     13   area of the state of Texas.
 
     14                  U.S. agriculture is extremely
 
     15   vulnerable as we approach the next trade round.  If
 
     16   we negotiate carefully, there's enormous potential
 
     17   for responsible American producers to compete and
 
     18   prosper in a genuine free trade environment.  U.S.
 
     19   sugar farmers endorse the goal of genuine, global
 
     20   free trade.  Through our national coalition, the
 
     21   American Sugar Alliance, we have endorsed the goal



 
     22   since the start of the Uruguay Round in 1987.  We
 
     23   want global free trade because U.S. sugar producers
 
     24   are efficient by world standards, and we would
 
     25   welcome the opportunity to compete on a genuine
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      1   level playing field.
 
      2                  U.S. sugar growers are among the most
 
      3   efficient in the world despite costs -- high labor
 
      4   costs and environmental standards.  The world sugar
 
      5   market is the most distorted in agricultural trade.
 
      6   Lavish export subsidies by the European Common
 
      7   Market allow it to dump excess sugar on the world
 
      8   market.  Also the EEC helped subsidize exports of
 
      9   sugar from Africa, the Caribbean, and Pacific
 
     10   regions through refined sugar from Europe.
 
     11                  Mexico has been an importer of sugar
 
     12   for a number of years prior to the inception of
 
     13   NAFTA; nonetheless, NAFTA has provided Mexico with
 
     14   more than three times its traditional access to the
 
     15   U.S. market during the first six years of the
 
     16   agreement and 35 times its traditional access during
 
     17   the seven to 14 years, and virtually unlimited
 
     18   access thereafter.
 
     19                  These provisions were negotiated by
 
     20   U.S. and Mexican governments and contained in
 
     21   President Clinton's NAFTA submission to Congress



 
     22   which Congress approved in November of 1993.  The
 
     23   sugar provision, as altered from the original NAFTA
 
     24   text, were critical to the narrow Congressional
 
     25   passage of NAFTA.  Nonetheless, Mexico is now
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      1   undermining the integrity of NAFTA by claiming that
 
      2   the sugar provisions are somehow invalid.  This
 
      3   questioning by Mexico has bred deep feelings of
 
      4   distrust in trade agreements among U.S.
 
      5   sugar-producing -- my U.S. sugar-producing
 
      6   colleagues.
 
      7                  The WTO ministerial will play a
 
      8   pivotal role in establishing the scope and
 
      9   parameters and goals of the next multilateral trade
 
     10   round.  Due to past experience with trade
 
     11   agreements, U.S. sugar farmers urge the U.S.
 
     12   agriculture negotiators do to the following:
 
     13                  First, U.S. must not forge any new
 
     14   trade agreements, nor reduce its government programs
 
     15   any further, until countries have complied fully
 
     16   with the Uruguay Round and other trade agreements,
 
     17   as the U.S. has done.  U.S. must not produce --
 
     18   reduce its support for agricultural programs,
 
     19   particularly from import sensitive crops such as
 
     20   sugar, any further until other countries have
 
     21   reduced their support to our level.



 
     22                  Elimination of export subsidies and
 
     23   State Trading Enterprises must be given top priority
 
     24   in the next trade round.  The wide gap in labor and
 
     25   environmental standards between developed and
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      1   developing countries must be taken into account in
 
      2   the next trade round to provide both incentives and
 
      3   penalties that ensure global standards rise to
 
      4   developed country levels.  A flexible request offer
 
      5   type negotiation strategy must be followed in the
 
      6   next trade round.
 
      7                  U.S. sugar producers believe that the
 
      8   next trade round poses a serious threat to efficient
 
      9   U.S. sugar producers.  The only way to respond to
 
     10   this threat and respect the integrity of the no-cost
 
     11   U.S. sugar program is to operate the tariff rate
 
     12   quota on a needs basis with adequate second-tier
 
     13   tariff -- with adequate second-tier tariff.  No more
 
     14   sugar should be imported into the U.S. market than
 
     15   the markets needs.  To do otherwise would destroy
 
     16   the U.S. sugar program and the U.S. industry.
 
     17                  I thank you for the opportunity to
 
     18   make these brief comments, and if you have any
 
     19   questions I'll be glad to answer them.  Thank you.
 
     20                  MR. GALVIN:  Thank you, Jack.  By the
 
     21   way, I saw Paul Yancy (sp) yesterday and he said be



 
     22   sure and tell you hello today.
 
     23                  MR. NELSON:  Thank you.
 
     24                  MR. GALVIN:  Do you have any comments
 
     25   over the current implementation of the TRQ program
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      1   for sugar?  Do you feel like it's working well, not
 
      2   so well, anything like that?
 
      3                  MR. NELSON:  The only -- the TRQ
 
      4   program is working very well.  The only problem we
 
      5   have is with the low price of world market being
 
      6   with NAFTA, where the tariff quota is so low that
 
      7   five cent world market sugar with a competitive
 
      8   tariff that would bring in sugar over the quota
 
      9   sugar.  It basically lowers the domestic price of
 
     10   raw sugar in this country.
 
     11                  Other than that, the rest of the GATT
 
     12   is fine.  If the tariff was at the GATT level, even
 
     13   at these prices, they would not be able to bring
 
     14   sugar in over the quota sugar.  And I think that's
 
     15   the only way.
 
     16                  MS. BOMER-LAURITSON:  Yeah, I have a
 
     17   question.  In the beginning of your comments you
 
     18   talked about global free trade.  Reading between the
 
     19   lines, are you suggesting that if all other
 
     20   countries were to eliminate quotas and have the same
 
     21   market access and everybody have the same playing



 
     22   rules for sugar, that you would support elimination
 
     23   of the TRQ.  Or are you suggesting that we have to
 
     24   keep the TRQ no matter --
 
     25                  MR. NELSON:  We feel like that if
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      1   everybody played by the same rules -- in other
 
      2   words, if you could do something on exchange rates
 
      3   so that countries such as Brazil get lowered
 
      4   exchange rates of four percent three months ago, and
 
      5   make them tremendously more competitive in the world
 
      6   market than what we are, something could be done on
 
      7   that.  That if you eliminate all the different
 
      8   barriers that there is to trade and we played on a
 
      9   level playing field, that we can compete with most
 
     10   of the countries' work.  There are countries like
 
     11   Australia, probably the most efficient in the world;
 
     12   we might have a hard time competing against them.
 
     13   Most other countries we could.
 
     14                  There's other accounting procedures
 
     15   that countries use where their depreciation and
 
     16   interest are not counting in their costs.  And so --
 
     17   and the value of the currency in those areas makes
 
     18   them more competitive even than we are.
 
     19                  The other thing is most of these
 
     20   countries at world have prices within their own
 
     21   country that they sell their product at, they have



 
     22   special trade agreements with other countries, and
 
     23   then they take 10 or 15 percent of the rest of the
 
     24   sugar and dump it on the world market.  There's only
 
     25   10 or 15 percent of the total production in the
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      1   world that's actually marketed on the world market
 
      2   at a price far below the cost of production in most
 
      3   of those countries.  Those kinds of things are what
 
      4   I'm talking about.
 
      5                  MR. GALVIN:  Thank you.
 
      6                  MR. PURCELL:  Okay.  Thank you.  Next
 
      7   we have Charles Thibaut representing the American
 
      8   Sugar Cane League.
 
      9                  MR. THIBAUT:  Good morning.  Panels
 
     10   from the office of the USDA, the State Department,
 
     11   the United States Trade Representative, my name is
 
     12   Charles Thibaut.  I serve as the chairman of the
 
     13   National Legislative Committee of the American Sugar
 
     14   Cane League, and am chairman of the USDA
 
     15   Agricultural Technical Advisory Committee on
 
     16   Sweetness.  I'm also a grower and processor of sugar
 
     17   cane in Louisiana.  The league represents more than
 
     18   700 growers and all 18 processors of sugar cane in
 
     19   the state.
 
     20                  I appear before you to today to
 
     21   present testimony on behalf of our organization.



 
     22   Although my comments reflect Louisiana's views on
 
     23   U.S. agricultural trade negotiations, our views are
 
     24   shared by all of the producers in this country.
 
     25                  Before I begin, let me first express
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      1   my appreciation for being provided the opportunity
 
      2   to testify before the panel.  I would like to
 
      3   compliment the USDA and USTR for holding this
 
      4   hearing.
 
      5                  The purpose of my presentation today
 
      6   is to provide some direction to our trade
 
      7   representatives on the next round of agricultural
 
      8   trade negotiations.  You see, in Louisiana, we are
 
      9   very cognizant of the role that trade plays in the
 
     10   production and marketing of agricultural commodities
 
     11   in our state and across the nation.  We also realize
 
     12   that as an industry, U.S. agriculture continues to
 
     13   be one of the few industries that consistently runs
 
     14   a trade surplus and has been successful in exporting
 
     15   agricultural commodities in the highly competitive
 
     16   global marketplace.  In 1997, Louisiana's
 
     17   agricultural exports were estimated at 704 million
 
     18   dollars, with cotton, rice, soybeans, wheat, corn,
 
     19   and cotton seed ranking as the state's top export
 
     20   crops.  Rice and cotton ranked as the third and
 
     21   fourth largest agronomic crops grown in our state



 
     22   and nationally; we ranked as the third largest rice
 
     23   producing state and sixth largest in the production
 
     24   of cotton.  In sugar cane, we are second only to
 
     25   Florida.
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      1                  The ability to secure export market
 
      2   access for these commodities has a direct effect on
 
      3   the productivity and profitability of our state's
 
      4   producers.  However, crops such as rice, cotton,
 
      5   corn, wheat, and soybeans represent only about 20
 
      6   percent of our state's agricultural economy.  We
 
      7   also have a five billion dollar forestry industry, a
 
      8   1.4 billion dollar livestock and animal production
 
      9   industry, an 885 million dollar aquaculture
 
     10   industry, a 500 to 600 million dollar sugar cane
 
     11   industry, a 157 million dollar nursery industry, and
 
     12   an 82 million dollar sweet potato industry, just to
 
     13   name a few.  In 1998, the total value of all
 
     14   agricultural commodities produced in the state were
 
     15   estimated at 9.6 billion dollars, which illustrates
 
     16   the agricultural diversity of our state, which is
 
     17   very similar to the diversity found in many other
 
     18   states.
 
     19                  The significance of these numbers are
 
     20   that when we consider our state's 704 million
 
     21   dollars in agricultural exports, we realize that



 
     22   much of our state's agricultural production is not
 
     23   produced for export but for domestic markets, and
 
     24   these crops exceed the value of our export crops.
 
     25   The same is true in many other states.  So while we
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      1   strongly support agreements that would provide
 
      2   greater export market access for commodities such as
 
      3   rice, cotton, corn, wheat, and soybeans, we must
 
      4   also consider framing our trade objectives to
 
      5   adhere -- to achieve a balance between maintaining
 
      6   domestic markets and increasing export market
 
      7   access.  Otherwise, the only trade we are
 
      8   accomplishing is trading away one commodity's
 
      9   established domestic market for another commodity's
 
     10   access to an export market.
 
     11                  Our concerns are not whether a market
 
     12   is an export or a domestic market.  A market is a
 
     13   market, and the largest cost to our country is the
 
     14   loss of an established market that has taken
 
     15   hundreds of millions of dollars and many years to
 
     16   develop.
 
     17                  The formation of the World Trade
 
     18   Organization in 1995 established an agreement that
 
     19   is the framework for 134 countries and 30 other
 
     20   prospective ones to establish fair trade parameters
 
     21   for its members.  However, as we stand poised to



 
     22   enter the next round of the WTO negotiations, the
 
     23   United States enters with the lower aggregate level
 
     24   of tariffs and trade protections of virtually any
 
     25   member country.  In reviewing the list of Section
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      1   301 cases initiated, it is apparent that many
 
      2   trade-distorting practices still exist within the
 
      3   member countries.  Therefore we must first target
 
      4   the noncompliance of member countries in agreements
 
      5   negotiated in the last round of trade agreements --
 
      6   trade negotiations before forging ahead with
 
      7   additional agreements.  No new agreements should be
 
      8   negotiated with member countries that have not
 
      9   complied with earlier agreements.
 
     10                  Second, our negotiations --
 
     11   negotiators must avoid the temptation to offer any
 
     12   U.S. concession to member countries in order to
 
     13   negotiate their compliance.  In Louisiana, a pointed
 
     14   example of WTO member country noncompliance is the
 
     15   Mexican government's attempt to revoke the terms of
 
     16   the sugar side-letter in the North American Free
 
     17   Trade Agreement and the addition of tariffs onto
 
     18   U.S. High Fructose Corn Sweetener.  The side-letter
 
     19   agreement on sugar, which caps Mexico's access to
 
     20   the U.S. market, was crucial in securing U.S.
 
     21   Congressional support for NAFTA.  Now we see our



 
     22   domestic sugar market in jeopardy as the Mexican
 
     23   government pushes to ignore the terms of the
 
     24   side-letter agreement in an attempt to force the
 
     25   U.S. to grant market access for Mexican sugar
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      1   displaced by High Fructose Corn Syrup from the U.S.
 
      2                  This trade agreement compliance
 
      3   problem is extremely significant to the economic
 
      4   health of our state, since we are the second largest
 
      5   sugar-producing state in the nation and sugar cane
 
      6   is our largest agronomic crop.  The sugar cane
 
      7   industry is also the largest employer for a large
 
      8   region of our state, providing more than 32,000 jobs
 
      9   in 24 of 64 parishes, one-third of the state.
 
     10                  I must state that our biggest concern
 
     11   is that U.S. trade negotiators will concede
 
     12   additional U.S. market access for Mexican sugar as
 
     13   the concession for Mexican High Fructose Corn Syrup
 
     14   tariff removal.  In 15 sugar-producing states like
 
     15   Louisiana, our view is that any reduction in the
 
     16   terms of the sugar side-letter agreement would
 
     17   amount to negotiating away our market for
 
     18   domestically produced sugar to secure a corn export
 
     19   market.  No reduction in terms should be provided by
 
     20   U.S. negotiators since the High Fructose Corn Syrup
 
     21   tariffs violate the terms of the NAFTA agreement.



 
     22                  Another trade concern that impacts
 
     23   our state is the terms of China's accession to the
 
     24   WTO.  Since China is the world's largest market,
 
     25   U.S. export opportunities abound for small grains
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      1   and other commodities.  China is also the largest
 
      2   producer and consumer of cotton in the world.  In
 
      3   the U.S., we export about one-third of our cotton
 
      4   production and we hope to have opportunities to
 
      5   export cotton to China.  However, China has
 
      6   increased their presence as an exporter, and the
 
      7   terms of China's accession to the WTO must include
 
      8   adequate safeguards that prevent Chinese textiles
 
      9   from cannibalizing our nation's cotton production
 
     10   and textile industry.
 
     11                  Negotiators need to understand that
 
     12   this is especially important, because it is our
 
     13   nation's cotton producers that have made the
 
     14   greatest investment to develop the domestic cotton
 
     15   market in this country through their check-off
 
     16   contributions for promotional advertising.  The WTO
 
     17   terms must address China's current cotton policy
 
     18   that currently provides a reference price for
 
     19   Chinese cotton production of 60 to 65 cents per
 
     20   pound.  The accession terms must also provide the
 
     21   U.S. textile industry with an adequate transition



 
     22   period to prepare for Chinese competition, with a
 
     23   10-year phase out of textile import quotas.
 
     24                  Another sticking point in upcoming
 
     25   trade negotiations, and one of my main topics, is
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      1   the dilemma concerning the application of sanitary
 
      2   and phytosanitary standards under the terms of the
 
      3   SPS agreement of the WTO.  We have all witnessed how
 
      4   the European Union has used the SPS agreements to
 
      5   create an EU-SPS standard that prevents the entry of
 
      6   genetically-modified commodities and hormone-fed
 
      7   beef.  I full well understand how the SPS standard
 
      8   can be used by a country to create a non-tariff
 
      9   trade barrier which is difficult to challenge
 
     10   because of its technical complexity.  However, the
 
     11   terms of the SPS agreement provide the governments
 
     12   of member countries with the sovereign right to
 
     13   establish an SPS standard in order to provide the
 
     14   level of health protection it deems appropriate, as
 
     15   long as the standard imposed is limited to the
 
     16   extent necessary to protect human, animal, or plant
 
     17   health based on sound scientific information and
 
     18   assessment.
 
     19                  While we have been successful in
 
     20   winning Section 301 cases, we will continue to see
 
     21   SPS standards implemented by member countries that



 
     22   will limit market access for U.S. exports.
 
     23   Furthermore, it is these standards -- if these
 
     24   standards are proven to be permissible under a
 
     25   scientifically-based transparent formula, the WTO
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      1   will be powerless under the technical barriers to
 
      2   trade agreement to rule against the standard,
 
      3   despite its effect on U.S. market access.
 
      4                  My point is this:  The U.S. has some
 
      5   of the highest environmental sanitary,
 
      6   phytosanitary, and labor standards in the world for
 
      7   our domestically produced commodities implemented to
 
      8   protect the health of U.S. citizens.  However, we
 
      9   are currently -- we currently do not provide the
 
     10   same level of attention to sanitary and
 
     11   phytosanitary standards of foreign agricultural
 
     12   commodities imported into this country.
 
     13                  This must be a consideration as we
 
     14   approach the next round of trade negotiations.
 
     15   There is far too great a disparity between the
 
     16   regulations governing U.S. agricultural producers
 
     17   and the commodities versus the regulations imposed
 
     18   on foreign agricultural products entering the U.S.
 
     19   We must take into account the food safety standards
 
     20   that Americans expect, and develop SPS standards for
 
     21   imported agricultural products that establish



 
     22   standards comparable to those regulating
 
     23   domestically produced agricultural commodities and
 
     24   products.
 
     25                  An excellent case in point that
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      1   illustrates the disparity between the standards for
 
      2   domestic versus imported commodities is the Food
 
      3   Quality Protection Act implemented by Congress in
 
      4   1996 to protect U.S. citizens from pesticide
 
      5   exposure risk and based on sound science.  The
 
      6   agricultural chemicals used by U.S. producers, such
 
      7   as Malathion and Lorsban, can only be used on crop
 
      8   applications that fit into an acceptable measure of
 
      9   human exposure for risk for U.S. citizens.
 
     10                  However, imported agricultural
 
     11   commodities are not subject to comply with the Food
 
     12   Quality Protection Act; therefore many chemicals
 
     13   such as DDT and Chlordane, which have been illegal
 
     14   for use in the United States for 20 years, are still
 
     15   used in foreign countries.  Their commodities
 
     16   produced with chemicals illegal for use in the U.S.
 
     17   enter our country, with less than one percent of
 
     18   these commodities inspected at the border.  Imported
 
     19   commodities must only comply with the U.S. threshold
 
     20   residue levels.  The FQPA does not regulate the
 
     21   products and chemicals used on imported commodities



 
     22   whatsoever.  If there ever was an unfair trade
 
     23   practice, it is our government holding U.S.
 
     24   producers to a much higher standard than that of
 
     25   imported commodities.
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      1                  A scientifically based SPS standard
 
      2   based on some of the provisions of the Food Quality
 
      3   Protection Act would definitely meet scientific
 
      4   criteria for validity and transparency under the
 
      5   WTO-SPS agreement.  As our trade representatives
 
      6   prepare for agricultural negotiations, we must
 
      7   realize that whether we like it or not, sanitary and
 
      8   phytosanitary standards are already a part of
 
      9   ongoing trade agreements.  We must negotiate trade
 
     10   terms that provide equality or U.S. producers.  I
 
     11   urge implementation of any enhanced US-SPS standard,
 
     12   or risk losing U.S. agricultural domestic markets to
 
     13   unregulated foreign imports.
 
     14                  The implementation of the comparable
 
     15   SPS standards for foreign commodities entering the
 
     16   U.S. would help equalize trade within the WTO for
 
     17   U.S. producers of import-sensitive commodities that
 
     18   compete with the least developed member nations.
 
     19   They are allowed to subsidize their producers under
 
     20   the terms of the WTO agreement and are protected
 
     21   from WTO countervailing measures.  The low level or



 
     22   absence of sanitary and phytosanitary standards
 
     23   provide a trade advantage for these foreign
 
     24   agricultural commodities in that they are not
 
     25   required to adhere to U.S. standards established to
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      1   protect the health of U.S. citizens.
 
      2                  As we enter the next round of WTO
 
      3   negotiations, our U.S. agricultural trade
 
      4   negotiators' focus must be targeted on leveling the
 
      5   playing field.  Since the Uruguay Round, U.S.
 
      6   agriculture has not only complied with our
 
      7   obligations but has exceeded our obligations for
 
      8   lowering tariffs, subsidies, and granting U.S.
 
      9   market access to foreign countries.  Now as we view
 
     10   our world agricultural trade, the Uruguay Round was
 
     11   successful in lowering tariffs and subsidy support
 
     12   levels, but foreign countries continue to have much
 
     13   greater import protection to their markets and
 
     14   higher subsidy support mechanisms for their
 
     15   producers than those provided to U.S. producers.
 
     16                  Therefore, we recommend that
 
     17   negotiators employ a flexible request-offer
 
     18   negotiating strategy in the upcoming trade
 
     19   negotiations to reduce the huge disparity in
 
     20   supports between U.S. and WTO member nations.  The
 
     21   formula-driven method of negotiating support



 
     22   reductions used in the Uruguay Round was ineffective
 
     23   and left producers competing for markets with
 
     24   foreign producers with much higher subsidies.  A
 
     25   perfect example is the EU sugar subsidy that totally
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      1   distorts the world sugar price by paying EU sugar
 
      2   producers over 30 cents per pound, while marketing
 
      3   surplus EU sugar on the world market at less than 10
 
      4   cents a pound.
 
      5                  We further recommend that our U.S.
 
      6   negotiators target State Trading Enterprises, the
 
      7   main method used by foreign countries to circumvent
 
      8   the Uruguay Round commitments.  State Trading
 
      9   Enterprises were not addressed in the Uruguay Round
 
     10   and they are being used successfully by countries
 
     11   such as Australia to provide subsidies and reduce
 
     12   interest rates for producers outside of their
 
     13   governments' negotiated trade commitments.
 
     14                  As we approach the upcoming round of
 
     15   WTO trade negotiations, I would like to encourage
 
     16   the United States Trade Representative to utilize
 
     17   all of our resources to negotiate the best agreement
 
     18   for agriculture.  In recent years our top USTR trade
 
     19   negotiators have become very valuable and many have
 
     20   moved to the private sector.  At the same time, many
 
     21   comment on the length of tenure of foreign trade



 
     22   negotiators and their industry advisors.  As an
 
     23   offset, I would like to encourage the office of the
 
     24   United States Trade Representative to utilize
 
     25   Agricultural Policy Advisory Committees on Trade and
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      1   the Agricultural Technical Advisory Committees and
 
      2   other industry specialists as consulting advisors
 
      3   and direct counsels to the negotiators during the
 
      4   next round of WTO trade agricultural negotiations.
 
      5   I feel that access to greater technical information
 
      6   during the negotiations would benefit our country's
 
      7   negotiating position and allow us to troubleshoot
 
      8   problems before the negotiations conclude.
 
      9                  In conclusion, we feel that for
 
     10   agriculture, the upcoming round of WTO agricultural
 
     11   trade negotiations hold the greatest promise to
 
     12   expand our market access for export commodities.  At
 
     13   the same time, we have an opportunity and an
 
     14   obligation to balance these efforts with hard-nosed
 
     15   negotiations to reduce the difference between U.S.
 
     16   and foreign agricultural trade -- and foreign
 
     17   agricultural support levels.  Our leverage is that
 
     18   the stability of our U.S. currency has been -- has
 
     19   made access to the U.S. market a prize.  Let's use
 
     20   this opportunity to move toward a more fair
 
     21   agricultural trade policy for our U.S. producers.



 
     22                  I would like to thank the panel for
 
     23   your attention.  It has been a privilege to appear
 
     24   before you today.  I would like to sincerely thank
 
     25   the office of the United States Department of
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      1   Agriculture and USTR for conducting these hearings.
 
      2   Thank you.
 
      3                  MR. GALVIN:  Thank you very much.
 
      4   Sharon?
 
      5                  MS. BOMER-LAURITSON:  Yeah.  I have,
 
      6   I guess, a comment or two.  I want to just say that
 
      7   I can assure you that we will be working very
 
      8   closely with APAC, ATAC, and a number of other
 
      9   advisors, including state ag commissioners,
 
     10   governors, legislators throughout the negotiations.
 
     11   And we would hope that, you know, private sector
 
     12   farmers and ranchers will be by our side providing
 
     13   us --
 
     14                  MR. THIBAUT:  We'll be there.
 
     15                  MS. BOMER-LAURITSON:  -- that we
 
     16   need.
 
     17                  I would like to clarify one issue
 
     18   that you raised when you're talking about imported
 
     19   foods and the level of standards in the case of
 
     20   pesticides and what are allowed to be used in other
 
     21   countries, and to clarify that imported food does



 
     22   have to meet the same pesticide tolerance levels as
 
     23   established by U.S. producers.  I think we recognize
 
     24   that the Food and Drug Administration, which is
 
     25   responsible for enforcement of those, does inspect a
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      1   very small percentage of imports, as they inspect a
 
      2   very small percentage of domestic products as well,
 
      3   but that the Administration is actively working
 
      4   right now with members of the Senate on some
 
      5   legislation that was recently introduced which would
 
      6   broaden FDA's authority to ensure that the imported
 
      7   foods are produced and processed under the same
 
      8   level of standards and protection as domestically.
 
      9                  MR. THIBAUT:  Good.
 
     10                  MS. BOMER-LAURITSON:  And this is a
 
     11   high priority for the Administration, and I'm sure,
 
     12   you know, for the industry.  If you need more
 
     13   information, you can contact your senators or myself
 
     14   or the Food and Drug Administration.
 
     15                  MR. THIBAUT:  Good.  I'm glad to hear
 
     16   that.
 
     17                  MR. GALVIN:  Thank you very much.
 
     18                  MR. THIBAUT:  Thank you.
 
     19                  MR. PURCELL:  We're starting to run
 
     20   way behind schedule, so I'd like to once again
 
     21   request all speakers please be aware of your



 
     22   speaking time.  If we could keep it to five minutes
 
     23   or less would be very helpful.
 
     24                  Next we're going to hear from Dennis
 
     25   DeLaughter, and he's representing the U.S. Rice
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      1   Producers.
 
      2                  MR. DeLAUGHTER:  Good morning.  My
 
      3   name is Dennis DeLaughter.  I'm a rice farmer.  I'm
 
      4   also the president of Progressive Farm Management
 
      5   and Progressive Farm Marketing.  I serve as chairman
 
      6   of the Texas Rice Legislative Group, also chairman
 
      7   of the U.S. Rice Producers Association, an
 
      8   association which represents over 6,000 rice
 
      9   farmers.  The rice farmers group is made up of rice
 
     10   farmers from the states of Missouri, Mississippi,
 
     11   Texas, and 40 percent of producers in the state of
 
     12   California.
 
     13                  I was recently appointed to the ATAC
 
     14   committee for feed and grain and oilseeds, and I
 
     15   appreciate the opportunity to come and to be able to
 
     16   address you today.  I want to thank not only USDA
 
     17   and USTR, but the State Department for their
 
     18   willingness to come out.  And I would just say as a
 
     19   side note, having recently been at the ATAC meeting,
 
     20   I realize that there may be people that think that
 
     21   this type of an event is basically doing nothing.



 
     22   But I want to assure those that are listening that
 
     23   they are being heard and it is having an impact.
 
     24   And that is to your credit.
 
     25                  The U.S. Rice Producers Association
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      1   has had cooperative status with the FAS.  We're
 
      2   involved in many promotional programs overseas.
 
      3   Recently, the vice president of our group, Nolan
 
      4   Cannon, gave a testimony to the Memphis Group.  And
 
      5   because of that and the fact that I've submitted my
 
      6   testimony here, I'm not going to read it.  I would
 
      7   like to go through and maybe go over about five
 
      8   points that are mentioned in it, or five
 
      9   recommendations that we have for policy officials as
 
     10   they come into this next round.
 
     11                  Number one, we believe that policy
 
     12   officials need to recognize that rice is not a
 
     13   homogenous product.  There is a substantial
 
     14   difference between rough rice, milled rice, and
 
     15   brown rice, and they all three have specific export
 
     16   capabilities.  And so it's important that policy
 
     17   officials need to realize that there are three
 
     18   different forms and types of rice, and they need to
 
     19   keep that in the back of their mind as they
 
     20   negotiate.
 
     21                  Number two, we recommend that



 
     22   policymakers assure that countries with current
 
     23   minimum access for rice, like Japan, Korea, as well
 
     24   as other countries -- and other countries who will
 
     25   soon have minimum access commitments, purchase U.S.
 
 
                    ACCURATE COURT REPORTING SERVICES
         AUSTIN (512) 926-6858   ***   SAN ANTONIO (210) 558-9484
 



                                                             98
 
 
 
      1   rice.  We would like to see that.
 
      2                  Number three, we would like to see
 
      3   that there's arbitration changes in the EU's rice
 
      4   import policy, and insist on equitable treatment for
 
      5   all forms of rice when it comes to the EU.
 
      6                  Number four, we recommend that
 
      7   policymakers strongly oppose illegal trade
 
      8   arrangements as well as tariff regimes in regional
 
      9   trade blocs that disadvantage U.S. rice producers.
 
     10                  And number five, we'd like to see an
 
     11   enforcement and a strengthening of the enforcement
 
     12   of the World Trade Organization's prohibitions
 
     13   against the use of non-tariff trade barriers for
 
     14   rice, such as the imposition of scientifically
 
     15   unsound phytosanitary trade restrictions.  I know
 
     16   you're working on that issue and I commend you for
 
     17   that.
 
     18                  With that said, I have a couple of
 
     19   side remarks to make.  Having just been at the ATAC
 
     20   meeting three weeks ago, I know you know the
 
     21   numbers.  You know so many numbers it probably spins



 
     22   around in your head at night.  I recently returned
 
     23   from Geneva, where I met with several of you and
 
     24   toured the WTO organization, and was totally
 
     25   impressed.  I returned with a better appreciation
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      1   for what you do; I also returned with a greater
 
      2   appreciation of what you're up against.  I'm hoping
 
      3   as you travel around and as you have traveled around
 
      4   to these different hearings, that you are also
 
      5   getting a better feel of what we are up against here
 
      6   in the country.
 
      7                  And with that in view, just a couple
 
      8   of personal thoughts.  Number one, we gave at the
 
      9   office.  In the early '90s, I can remember hearing
 
     10   the phrase, U.S. agriculture must lead the way in
 
     11   reducing trade barriers.  Well, we believe we've
 
     12   done that in the Uruguay Round, so I can honestly
 
     13   say we gave at the office.  U.S. ag is not in a
 
     14   position to pay any more for a level playing field.
 
     15   It's time that the other side come to the rescue of
 
     16   the U.S. situation.
 
     17                  Number two, I grew up hearing this
 
     18   phrase:  The world population is growing so fast
 
     19   that soon we will not be able to feed the world.
 
     20   Well, I believed it, and probably there's many in
 
     21   the audience who believed it and many who may still



 
     22   do.  But the facts say that that's no longer true.
 
     23   The fact says the population is really heading down;
 
     24   technical advancement is pretty well proving that we
 
     25   are assured that we are going to easily feed the
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      1   world.  In a recent book by Peter Drucker, he says
 
      2   in his book "Managing for the 21st Century" that
 
      3   there must be a paradigm shift in agriculture.  And
 
      4   I believe that is the case.  This means that U.S. ag
 
      5   must make this shift both domestically and
 
      6   internationally, and in that shift a level playing
 
      7   field in world markets is critical and time is of
 
      8   the essence.
 
      9                  And so, with that said, I encourage
 
     10   you to continue your efforts.  I know what you've
 
     11   done, I know what you're doing, and I really do
 
     12   appreciate it.  I know you're working hard to level
 
     13   those playing fields.  And not only do I appreciate
 
     14   your efforts, I wish you the best of luck as well.
 
     15   I'll be happy to answer any questions you might
 
     16   have.
 
     17                  MR. GALVIN:  Thanks, Dennis.  I
 
     18   appreciate your very straightforward and candid
 
     19   testimony.  I think it would be good just to mention
 
     20   China a bit, because I think China really is kind of
 
     21   the wild card in many ways in the whole ag trading



 
     22   situation.  And they've certainly come on, of
 
     23   course, as a competitor in a number of areas in the
 
     24   last couple of years, and they seem to be gearing up
 
     25   on -- even more on rice in terms of just total
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      1   production and quality and that sort of thing.
 
      2                  And, you know, I understand your
 
      3   concern about previous statements and beliefs that,
 
      4   you know, the world is going to run out of food and
 
      5   that that period is just around the corner and that
 
      6   sort of thing.  But I think if there's one thing
 
      7   that is clear, it's that the current level of
 
      8   subsidies and distortions out there worldwide really
 
      9   are encouraging a lot of excess production that
 
     10   otherwise wouldn't occur.  And right now, that's
 
     11   probably about as true in China almost as it is in
 
     12   Europe.  It's pretty clear that China is engaged in
 
     13   a policy of self-sufficiency almost at any cost, and
 
     14   they've been spending an awful lot more money here
 
     15   lately to really sustain that policy.  And I think
 
     16   it's led to overproduction, but -- you know, waste,
 
     17   fraud, and abuse in China and all that, and I think
 
     18   there are some indications that they realize they've
 
     19   gone overboard.
 
     20                  But I think that really gets back,
 
     21   though, to the real importance of getting them into



 
     22   WTO membership.  Because if we were to get the sort
 
     23   of agreement that was outlined for China's accession
 
     24   to the WTO this past spring, we really could get to
 
     25   the point where they'd have to commit to ending
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      1   their export subsidies and disciplining, for the
 
      2   first time, their domestic subsidies.  So I think
 
      3   it's really a major, major issue for U.S.
 
      4   agriculture to stay focused on, and probably about
 
      5   as much for the rice industry as anybody else.
 
      6                  MR. DeLAUGHTER:  Very true.  We're
 
      7   following that very closely, because we know that
 
      8   China, while they'll import rice right from their
 
      9   borders, from Vietnam and Thailand, they're also
 
     10   wanting to export rice at this same point in time.
 
     11   So we are watching that in these sessions, what's
 
     12   going on there, with great interest.  And we're
 
     13   hoping that that has a great impact on us.
 
     14                  MR. GALVIN:  Thank you very much.
 
     15                  MR. PURCELL:  Okay.  Thank you.  Next
 
     16   we're hear from Carl King, the Texas Corn Growers
 
     17   Association.
 
     18                  MR. KING:  Good morning.  I am Carl
 
     19   King.  I'm a farmer, retired - semiretarded and
 
     20   retired both - and president of the Texas Corn
 
     21   Growers for some 26 years.  I formed it and I'm also



 
     22   chairman of the board of American Corn Growers.
 
     23                  I thank you for the opportunity in
 
     24   being here today to say something to this group
 
     25   that's called a listening session.  We don't have a
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      1   lot of time for hand-wringing, finger-pointing, more
 
      2   studies, analysis, or assigning of blame.  Everyone
 
      3   knows the current farm economy is in a disastrous
 
      4   situation.  The question is what are we going to do
 
      5   about it.
 
      6                  Texas Corn Growers and American Corn
 
      7   Growers take no pride in saying, we told you so.  We
 
      8   carefully analyzed and then actively opposed the
 
      9   trilogy of policy instruments that are killing
 
     10   American farmers, the Freedom to Farm Bill, the
 
     11   NAFTA, and the GATT, now called the WTO.
 
     12                  It will take quite a bit of work to
 
     13   unravel all of the trouble these three documents
 
     14   have created, work that we have to tackle but that
 
     15   will take longer than we have.  Reluctantly, I have
 
     16   to say that we need money from the Federal Treasury
 
     17   to flow out to rural America, and I mean soon, to
 
     18   make it possible to save the banks, schools, and
 
     19   other businesses that teeter on the brink of
 
     20   disaster as a result of this crisis of the farmers.
 
     21                  At the same time we recognize that



 
     22   society wants some assurance that when they hand
 
     23   over a large amount of money, that there are
 
     24   expectations.  The first is that we're paying
 
     25   attention to other issues that the public is
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      1   concerned about, like health and diet issues and the
 
      2   environment.  Their second concern is that we are
 
      3   headed towards a long-term effective solution to the
 
      4   economic crisis.  Nobody wants to try a Band-Aid
 
      5   approach.  The American Corn Growers of Texas both
 
      6   share these concerns.
 
      7                  On the first issue, farm
 
      8   organizations like ours need to speak up about
 
      9   health and environmental concerns.  We have been and
 
     10   will continue to be active leaders in this country
 
     11   to address key environmental issues such as the dead
 
     12   zone in the Gulf of Mexico and climate change that
 
     13   Clinton is pushing for right now.
 
     14                  The American Corn Growers has also
 
     15   been in the forefront on issues related to genetic
 
     16   manipulation of seeds and corporate monopolies.  We
 
     17   share with the public grave concerns about who's
 
     18   controlling our food supply, and we're working to
 
     19   address these in cooperation with many consumers and
 
     20   environmental groups.
 
     21                  On the a second issue, a need for



 
     22   long-term solution, it is clear we need an entirely
 
     23   new approach.  The combination of the Farm Bill,
 
     24   NAFTA, and GATT is killing rural America.  The
 
     25   long-term solution is straightforward.  We need
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      1   non-recourse loans set at the costs of production
 
      2   with provisions for balancing supply and demand over
 
      3   the long-term.  Yes, this will require a
 
      4   farmer-owned reserve, but it will cut government
 
      5   costs dramatically.  We only have to look at the
 
      6   highly successful policies that are in place for
 
      7   sugar and peanut farmers to see what this would look
 
      8   like.  I'm talking about their domestic bill, which
 
      9   is separate from all the other commodity groups.
 
     10                  However, to get these kind of
 
     11   policies means we have to radically change the
 
     12   current trade agreements.  NAFTA can be eliminated
 
     13   with only six months notice.  We should start that
 
     14   process today.  The rules of the World Trade
 
     15   Organization, formerly GATT, or General Agreement on
 
     16   Tariffs and Trade, will take a lot more work.  The
 
     17   American Corn Growers are clear what we want and
 
     18   don't want.  We don't want the current WTO rules.
 
     19   We do want good rules of trade, like a real ban on
 
     20   export dumping, which has been mentioned already
 
     21   this morning.



 
     22                  If the global grain companies are
 
     23   banned from dumping grain, the world price will
 
     24   rise.  The rise in price will help farmers
 
     25   everywhere, both the U.S. and overseas.  We need a
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      1   policy that pushes farm prices above the cost of
 
      2   production.  As it now stands, the current Farm
 
      3   Bill, NAFTA, and WTO drive prices to record low
 
      4   levels, putting all of us at risk.
 
      5                  The current WTO and NAFTA agreements
 
      6   exclude the adjustment of tariffs for the purpose of
 
      7   countering manipulation of currency value.  As a
 
      8   result, Mexico, Canada, and other countries have
 
      9   taken advantage of this loophole and devalued their
 
     10   currency to gain an unfair competitive advantage
 
     11   over the U.S.  The end result is that U.S. farm
 
     12   commodities are more expensive in these countries,
 
     13   and the exports of these countries both to the
 
     14   United States or other nations have an unfair price
 
     15   advantage over U.S.-produced goods due to these
 
     16   currency value manipulations.
 
     17                  While Congress and the Clinton
 
     18   Administration has cut farm commodity prices in
 
     19   other countries in direct response to the Uruguay
 
     20   Round, a number of other countries have either
 
     21   failed to live up to their commitments or have asked



 
     22   to be excused from these commitments.  Hungary, for
 
     23   example, has failed to live up to promises made to
 
     24   be excused from commitments made during the previous
 
     25   round of trade negotiation.
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      1                  Both NAFTA and the WTO agreement have
 
      2   led to much greater volume of imported foods in the
 
      3   United States, while the budget for food safety
 
      4   inspections at the border have been frozen or cut.
 
      5   The end result is a huge increase in uninspected
 
      6   imports, leading to a sharp increase in food safety
 
      7   incidents.  Without proper country of origin
 
      8   labeling, all farmers, U.S. and overseas alike,
 
      9   suffer from a loss of public confidence while these
 
     10   food safety scandals occur.
 
     11                  Falling wages, manipulation of
 
     12   currency values, and weak enforcement of labor and
 
     13   environmental laws has led to shifts in the
 
     14   production of a number of fresh fruit and vegetable
 
     15   crops to Mexico, with vine-ripe tomatoes being the
 
     16   hardest hit.  We will soon lose this entire industry
 
     17   unless changes are made in both NAFTA and WTO
 
     18   rules.
 
     19                  I cut mine down, hopefully to save a
 
     20   little time.  Because you was running so far behind,
 
     21   I was afraid you were going to leave me plumb out of



 
     22   the program.  So I wanted to rush through it, then.
 
     23                  MR. GALVIN:  We wouldn't have left
 
     24   you out, I assure you.
 
     25                  MR. KING:  Okay.
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      1                  MR. GALVIN:  We appreciate your
 
      2   efforts to keep it short.
 
      3                  Could we talk a little bit about
 
      4   NAFTA as it relates to corn, and why it is you
 
      5   suggest that we maybe walk away from the NAFTA
 
      6   agreement on corn?  You know, if you look at the
 
      7   figures for corn exports to Mexico, we hit a record
 
      8   back in '96, something like 1.3 billion dollars in
 
      9   total feed grain exports to Mexico.  That number has
 
     10   come off a bit since, but more due to price declines
 
     11   than volume declines.  And if you'll look at the
 
     12   schedule under the NAFTA, we're basically guaranteed
 
     13   increased access here out over the next seven or
 
     14   eight years when Mexico has to continue to lower its
 
     15   tariffs on corn.
 
     16                  So it looks like it's got us on a
 
     17   steady path toward basically wide open access to
 
     18   Mexico when it comes to corn.  So I'm just curious
 
     19   if you could --
 
     20                  MR. KING:  Well, Tim, I agree with
 
     21   what you're saying, that Mexico has come a long way



 
     22   from what they -- the previous several years ago.
 
     23   But the problem you're going to run into there, is
 
     24   even though they have access to our corn, for
 
     25   example, with a low loan rate like this that
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      1   Congress has set in this '95 Farm Bill, which is
 
      2   killing us; you get too low a loan rate, you've got
 
      3   less than two dollars for corn.  Nobody can live
 
      4   with that.  Then to me, the guys are not going to be
 
      5   raising it.
 
      6                  In other words, they're not going to
 
      7   be out there to raise that corn.  They're going to
 
      8   put it in CRP's, just like they're doing now.  CRP
 
      9   has been a very successful program, and its the only
 
     10   diversion program we've got.  I've pleaded for years
 
     11   in Congress and testified many, many times on
 
     12   raising the loan rate at least to the cost of
 
     13   production and to -- you know, let's have some
 
     14   supply management.  Some Congressmen like to call it
 
     15   inventory control.  I don't care what they call it.
 
     16   We need to raise it just as much as we can,
 
     17   otherwise, why raise it?
 
     18                  So it may be the fact that it gets so
 
     19   cheap that they can't afford to raise it over
 
     20   there.  Mexico can holler all they want to, you
 
     21   know, but it would be nice to have a customer.  But



 
     22   we want -- we as farmers want to make a profit for a
 
     23   change.  We're tired of going broke.
 
     24                  MR. GALVIN:  All right.  No.  I
 
     25   understand that and I understand your concerns about
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      1   domestic farm policy and the changes in the '96 Farm
 
      2   Bill.  But I'm just not clear as to how that
 
      3   situation would be fixed by us pulling out of the
 
      4   NAFTA --
 
      5                  MR. KING:  Well, it wouldn't.  I
 
      6   wouldn't.  I hear what you're saying, and that
 
      7   really doesn't relate to what we're talking about
 
      8   here.  We're talking about trade and domestic farm
 
      9   policy.  And, of course, we don't have either one
 
     10   that's worth a dern.  That's our problem.
 
     11                  But as far as the trade is concerned,
 
     12   if you don't have that price up there where we can
 
     13   get a better price, the rest of the world is waiting
 
     14   to raise their price.  They're waiting on the U.S.
 
     15   and always have.  You know, we got down to less than
 
     16   $2 corn, and right now wheat is right at $2.  And
 
     17   it's just terrible.  There's no way a guy can make
 
     18   100 bushels -- and can't make any money.  And that's
 
     19   a heck of a yield.
 
     20                  MR. GALVIN:  I understand.  Any other
 
     21   questions?



 
     22                  Thanks, Carl.  Appreciate it.
 
     23                  MR. KING:  Okay.  Thank you.
 
     24                  MR. PURCELL:  Okay.  Next up, David
 
     25   Cleavinger, the Texas Wheat Producers Association.
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      1                  MR. CLEAVINGER:  Good morning.  My
 
      2   name is David Cleavinger.  I serve as chairman of
 
      3   the Texas Wheat Board, which provides export market
 
      4   development and promotion, research and trade policy
 
      5   services for an estimated 33,000 wheat farmers in
 
      6   the state.  I am a farmer in the Texas Panhandle, so
 
      7   these negotiations on which you are about to embark
 
      8   will not only have a direct impact on me and my
 
      9   operation, but also to the farmers and ranchers of
 
     10   Texas.
 
     11                  The most -- it is important that we
 
     12   build a fair world trading system.  The most recent
 
     13   Uruguay Round and predecessor bilateral negotiations
 
     14   ended up by sharply reducing available options for
 
     15   offsetting unfair trade practices, and has led to
 
     16   the disastrous farm income which we have now
 
     17   witnessed over the recent years.  In fact, as I was
 
     18   preparing to come to these hearings, the wheat
 
     19   market hit a 22-year low yesterday.  The price I
 
     20   received at market was $2.10 as of yesterday.
 
     21                  The implementation of the Uruguay



 
     22   Round provides for further negotiations in the areas
 
     23   of market access, domestic supports, and export
 
     24   subsidies.  We urge the continuation of negotiations
 
     25   for reform in these areas since we have seen an
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      1   uneven compliance that has adversely affected U.S.
 
      2   agriculture trade.
 
      3                  If the past is any evidence, we
 
      4   believe we and our negotiators must begin a
 
      5   negotiation for new commitments with an
 
      6   understanding of other nations' compliance with the
 
      7   past commitments.  The U.S. should establish as its
 
      8   highest priority elimination of all direct export
 
      9   subsidies within three years of the conclusion of
 
     10   the upcoming round.  If countries have not phased
 
     11   out subsidies in that time period, and acknowledging
 
     12   that the U.S. has already discontinued subsidies on
 
     13   its wheat exports, our negotiators should seriously
 
     14   consider the possibility of resuming our wheat
 
     15   export subsidies programs so they can be used as
 
     16   leverage against our competitors.
 
     17                  Eliminating State Trading Export
 
     18   monopolies should be another high priority.  State
 
     19   Trading Exporters freely admit to price
 
     20   discrimination, and such discriminatory pricing
 
     21   amounts to an implicit export subsidy.  Failure to



 
     22   reform these monopolies will continue a distinct and
 
     23   serious distortion in world wheat markets.
 
     24   Producers in those countries need to have more than
 
     25   one option for selling their crops as a way of
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      1   ending the monopoly pricing of wheat boards.  This
 
      2   would be fully consistent with the open market
 
      3   economy advocated by the WTO.
 
      4                  The Texas Wheat Board believes the
 
      5   U.S. has significantly reformed its domestic support
 
      6   program since the conclusion of the Uruguay Round.
 
      7   The passage of the '96 Farm Bill put the U.S. levels
 
      8   of support far below the ceilings established in the
 
      9   Uruguay Round.  U.S. negotiators should seek to
 
     10   eliminate the inequities that persist between the
 
     11   U.S. and our competitors.
 
     12                  We support the continuation of the
 
     13   current "green box" conditions on direct payments,
 
     14   which allow direct payments to producers that are
 
     15   not linked to production decisions.  In addition,
 
     16   the "green box" should include market loss payments,
 
     17   crop insurance, disaster payments, and environmental
 
     18   programs.  Also marketing loans should continue to
 
     19   be exempt from further support reductions.
 
     20                  I would like to stress that the Texas
 
     21   Wheat Board supports international and domestic



 
     22   trade, as our very livelihood is dependent on
 
     23   markets.  We also realize that there will never be a
 
     24   perfect trading situation for everyone.  We believe
 
     25   it is the role of our agency to work for the
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      1   economic well-being of all producers, and for any of
 
      2   them to have a future, we will require adequate
 
      3   domestic programs to bolster farm income when
 
      4   economic conditions are at such extreme low levels
 
      5   that is it justified.
 
      6                  Our producers need to be assured of
 
      7   market access to world's consumers.  The experiences
 
      8   of the past few years in the U.S. have proven to be
 
      9   very frustrating for wheat farmers.  We urge those
 
     10   involved in the negotiations to be solid in their
 
     11   position that other countries will have to lower
 
     12   their tariffs more in line with those now prevalent
 
     13   in the U.S.  We also strongly suggest that the U.S.
 
     14   use all programs available to meet trade-restricting
 
     15   policies of our competitors around the world.
 
     16                  In closing, we are grateful for the
 
     17   opportunity to comment on the process leading to the
 
     18   launch of the 1999 WTO negotiations on agriculture.
 
     19   We are convinced that the future of farming as we
 
     20   now know it in the U.S. is directly at stake by the
 
     21   decisions that will be made.  We cannot continue to



 
     22   exist if our farmers and ranchers continue to lose
 
     23   trade opportunities in a singular manner to what
 
     24   they have experienced in recent agreements.  It is
 
     25   imperative that the U.S. negotiators sustain a
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      1   strong approach and overcome some of the opportunity
 
      2   losses that were traded away by earlier trade
 
      3   negotiators.  In the absence of an aggressive export
 
      4   program, we have our doubts almost about how the
 
      5   U.S. will be able to position itself to achieve this
 
      6   so-called level playing field.
 
      7                  We respectfully urge the Congress to
 
      8   work with the Administration to adopt and implement
 
      9   a strategic export plan for U.S. ag commodities in
 
     10   which -- this commitment was made in a September
 
     11   30th, 1994 letter from former USDA Secretary Espy
 
     12   and former OMB Director Rivlin and the needs of U.S.
 
     13   production for export market opportunities.
 
     14                  My written statement provides more
 
     15   detailed information on the aspects of our thoughts
 
     16   on trade negotiations, and we thank you for being
 
     17   able to present our views today.
 
     18                  Now I'd like to give you a copy of
 
     19   this letter that was written by Former Secretary
 
     20   Espy, and in that letter it just says, the enactment
 
     21   of GATT is vital -- this was in 1994.  The enactment



 
     22   of GATT is vital to continuing economic expansion of
 
     23   U.S. expanding agriculture opportunities.  Our
 
     24   estimates are that implementation of the GATT
 
     25   agreement will lead to a cumulative increase in U.S.
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      1   agriculture exports, and this increase will result
 
      2   in gaining jobs and so forth.
 
      3                  Then it calls for, we also want to
 
      4   reiterate the Administration's commitment to use all
 
      5   export programs, as well as other programs, to
 
      6   maximize levels allowed under GATT and U.S. law.
 
      7                  And our question is, have these been
 
      8   used.
 
      9                  MR. GALVIN:  Let me say in response
 
     10   to that, basically, these programs have been fully
 
     11   funded over the last six years and we've been quite
 
     12   aggressive in using, for example, our exporter
 
     13   credit guarantee program, where last year we put out
 
     14   nearly 5.9 billion dollars in export credit
 
     15   guarantees.  A little over four billion dollars of
 
     16   that total was actually used by the trade, but we
 
     17   put out 5.8 billion.  And I think that was very
 
     18   instrumental in allowing our exports to continue in
 
     19   some of these Asian markets like Korea and others
 
     20   that were really hit by the crises.
 
     21                  We also, as you know, really have an



 
     22   unprecedented wheat donation program under way right
 
     23   now, more than five million metric tons of wheat
 
     24   being donated this year.  That by far exceeds
 
     25   anything we've done in the past.
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      1                  The one area where we've obviously
 
      2   not been as aggressive is in the use of our export
 
      3   enhancement program.  And that's not because of
 
      4   unwillingness to, you know, challenge the
 
      5   competition or anything like that, it's basically
 
      6   because of our assessment that it would bias
 
      7   additional market share in the current market
 
      8   environment; and, in fact, it could just further
 
      9   depress prices across the board, even to the point
 
     10   where wheat would go out just for feeding purposes
 
     11   and displace a lot of our corn exports and that sort
 
     12   of thing.  And for that reason we just wouldn't be
 
     13   any better off.
 
     14                  So with that one exception, I do
 
     15   think we've been quite aggressive in using all the
 
     16   export tools available to us, including the market
 
     17   access program, the cooperative program, and those
 
     18   other tools that we really have to keep us in the
 
     19   game.
 
     20                  MR. CLEAVINGER:  In response to
 
     21   Sharon's question while ago about the opening SPS up



 
     22   and how are you going to do that, we feel like other
 
     23   countries are going to -- are going to open it up.
 
     24   We're not going to have to.  And we just need to be
 
     25   prepared, that the rules that are in place right now
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      1   are adequate, and there's no need to make more rules
 
      2   for GMO's.  And so therefore, we just need to be
 
      3   prepared on the defensive and just leave things as
 
      4   they are.
 
      5                  MR. ACETO:  I have one question.
 
      6   You're the first speaker to bring in the issue of -
 
      7   it's in your statement - of export credit
 
      8   guarantees.  And you just mentioned it as well.  And
 
      9   I notice that you had said that you want U.S.
 
     10   negotiators to refrain from accepting the rules that
 
     11   would diminish the effectiveness of the program.
 
     12   We've already known or we've already heard from some
 
     13   of the other WTO members that they will be pushing
 
     14   on this issue under the kind of general category of
 
     15   export competition.
 
     16                  In your view, what are some of the
 
     17   elements that do make it effective?  Is it the
 
     18   volume or is it the length of the tenure?  Because
 
     19   obviously, wheat is a very important commodity that
 
     20   benefits from the program.
 
     21                  MR. CLEAVINGER:  Well, we just feel



 
     22   like this is another way to use exports and get
 
     23   export, and if you have these credit guarantees, it
 
     24   allows countries that can come in here and buy more
 
     25   wheat from us.  And we just feel like that's a
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      1   better way to use these programs.
 
      2                  MR. ACETO:  Thanks.
 
      3                  MR. PURCELL:  Our next presenter will
 
      4   be Carl Weets, representing the Texas Soybean
 
      5   Association.
 
      6                  MR. WEETS:  Thank you for giving me
 
      7   an opportunity to talk to you today.  I'm Carl
 
      8   Weets.  I'm a soybean and grain farmer from Cooper,
 
      9   Texas.  On behalf of the Texas Soybean Growers, I'd
 
     10   like to thank you for the opportunity to present our
 
     11   recommendations on agriculture trade programs -- on
 
     12   agriculture trade priorities for the upcoming round
 
     13   of the WTO negotiations.
 
     14                  When the Titanic sunk, there weren't
 
     15   enough lifeboats for all those on board, and the
 
     16   ones that weren't used -- and the ones that were,
 
     17   weren't used to their full capacity.  The ag ship of
 
     18   America is sinking just as fast as the Titanic did
 
     19   years ago, and there aren't enough lifeboats for
 
     20   even a fraction of the American farmer.  And the
 
     21   ones Administration has at their disposal are not



 
     22   being used properly, and some of the lifeboats and
 
     23   safety nets are full of holes.
 
     24                  Every other row of soybeans produced
 
     25   by growers is exported overseas.  Soybeans and soy
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      1   products are our nation's largest agricultural
 
      2   export commodity, and exports reached the 9 billion
 
      3   dollar mark in the '98, '99 marketing year.  My
 
      4   economic livelihood and that of all U.S. soybean
 
      5   growers is linked to exports.
 
      6                  We believe that a level playing field
 
      7   will greatly benefit U.S. soybean growers by giving
 
      8   us increased access to foreign markets, eliminating
 
      9   unfair export practices, and stimulating demand
 
     10   among customers.  We believe that the United States
 
     11   should vigorously pursue this initiative in the next
 
     12   WTO round.  It is past time for the United States to
 
     13   take off the gloves and be aggressive in pursuing
 
     14   the level playing field that the Administration has
 
     15   promised us since the passage of the Freedom to Farm
 
     16   Act.
 
     17                  The Administration has failed to
 
     18   protect American soybean growers from unfair trade
 
     19   practices of the European Union.  The European Union
 
     20   continues to subsidize their ag sector in violation
 
     21   of the GATT agreement.  The EU continues to use



 
     22   export subsidies to undercut American commodities
 
     23   sales in numerous countries.  Recently, the EU has
 
     24   used unsubstantiated claims of unsafe food in order
 
     25   to prohibit sales of GMO's in Europe.  If the beef
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      1   debacle can be used as a measuring stick, the
 
      2   American farmer can look forward to five years of
 
      3   foot-dragging by the EU and five years of whining by
 
      4   our administration that the EU is not using sound
 
      5   science.  Hopefully we can then enjoy the WTO ruling
 
      6   in our favor and only to -- only to have the EU
 
      7   thumb their collective noses at us and still deny us
 
      8   access to their markets, all the while continuing to
 
      9   subsidize their farmers and their exports, further
 
     10   lowering farmers' market share of the world
 
     11   commodity market.
 
     12                  Meanwhile, the Freedom to Farm Act
 
     13   will have run its course and left the American
 
     14   farmers with no subsidies and fighting not just
 
     15   other countries' farmers but the government's as
 
     16   well.  Our administration has not lived up to their
 
     17   end of the bargain.  They refuse to take off the
 
     18   gloves and fight back with the tools they have
 
     19   available; for example, to refuse to use the EEP.
 
     20   The Administration states that they want to go into
 
     21   WTO rounds negotiations with clean hands on exports



 
     22   in the export arena.  Dirty hands don't seem to
 
     23   bother the EU.  They want to protect their ag
 
     24   sector, while our administration prefers to give us
 
     25   debt service and keep their hands clean and money
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      1   available for other areas of the budget.
 
      2                  The Texas Soybean Growers and the
 
      3   farmers would prefer that the Administration give us
 
      4   less lip service and more action.  Get our hands
 
      5   dirty and protect us from unfair trade practices
 
      6   like was promised us when the Freedom to Farm Act
 
      7   was passed.  We are living up to our end of the
 
      8   agreement, now please live up to yours.
 
      9                  Rulings governing biotech trade must
 
     10   be included in the WTO round in order to ensure
 
     11   science-based regulatory reviews and trade rules.
 
     12   These rules also need to be recognized for the
 
     13   disparity in fees charged by same companies for
 
     14   identical inputs, such as the Rhina (sp) green bean
 
     15   technology fees.  Farmers in foreign countries are
 
     16   not being charged these fees for the use of their
 
     17   GMO technology, while farmers in the U.S. are not
 
     18   only paying for the fees assessed us, but also
 
     19   financing the fees for other countries.  And the
 
     20   technology fees are continually being raised every
 
     21   year.



 
     22                  In essence, the American farmer is
 
     23   subsidizing his competitors in foreign countries by
 
     24   funding research and development of new technology.
 
     25   The level playing field that the Administration so
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      1   eagerly embraced in 1995 must not only cover equal
 
      2   access markets but also equal access to those
 
      3   imports.
 
      4                  These WTO rules must supersede the
 
      5   rules of any other international trade agreement,
 
      6   and the WTO appears to be almost as effective as the
 
      7   League of Nations in the 1920s.  The Texas Soybean
 
      8   Growers feel that if the WTO refuses to take action
 
      9   on unfair trade barriers based on unsound science,
 
     10   that the U.S. should take action to correct the
 
     11   problem.
 
     12                  Weakness in the current WTO dispute
 
     13   settlement system is readily apparent.  The United
 
     14   States should not have to file complaint after
 
     15   complaint in order to achieve compliance with a
 
     16   dispute settlement panel that ruled in favor of the
 
     17   United States.
 
     18                  As we have stated before, WTO is
 
     19   almost as effective as the League of Nations and
 
     20   needs serious work in order to protect the American
 
     21   farmer's market from unfair trade practices.



 
     22   Providing income and other support to agricultural
 
     23   producers has been a key feature of ag policy in
 
     24   many nations, including our own.  WTO rules should
 
     25   address this situation.  EU refuses to pass any
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      1   substantial reforms or subsidies that are paid to
 
      2   their ag sector.  Currently, the EU subsidizes their
 
      3   ag sector to the tune of 150 billion dollars, while
 
      4   the U.S. lags far behind.  Another example of
 
      5   Administration's failure to provide a level playing
 
      6   field.
 
      7                  U.S. Agriculture needs to be
 
      8   represented in the world negotiations by negotiators
 
      9   who are dedicated to protecting American
 
     10   agriculture.  Currently, agriculture is being used
 
     11   as a pawn in a trading ship in the world of
 
     12   commerce.  Agriculture is a stepchild to any trade
 
     13   advantage we might have -- that we should have
 
     14   should not be traded away by our negotiators in
 
     15   order to gain advantage in other areas.  Secretary
 
     16   Glickman and the USDA needs to be the American
 
     17   farmer's voice in Washington and around the world in
 
     18   the upcoming GATT negotiations.
 
     19                  Thank you again for your time and the
 
     20   priorities of the Soybean Growers of Texas.
 
     21                  MR. GALVIN:  Thank you, Carl.  We



 
     22   appreciate your statement.  I'd like to go back, if
 
     23   I could, to your concerns about our not using the
 
     24   EEP program.  I just want to assure you that the
 
     25   fact that we're not using it is not due at all to
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      1   any desire on our part to go into the next round
 
      2   with, quote, you know, clean hands when it comes to
 
      3   export subsidies.
 
      4                  As I indicated earlier, the reason
 
      5   we've decided not to use EEP currently is because of
 
      6   our concern that if we use it in this present world
 
      7   environment, where we've seen four straight years of
 
      8   record world production, all we're going to do is
 
      9   drive prices down further.  And that's going to come
 
     10   back to bite us in terms of displacing our corn
 
     11   exports and other things that we're trying to move.
 
     12                  And I'd also like to just kind of
 
     13   reiterate once again that we've been very, very
 
     14   aggressive in our use of export credit guarantees
 
     15   and in commodity donations; in fact, to the point
 
     16   where we're taking a lot of steady criticism from
 
     17   the Australians, the Canadians, the Argentines, and
 
     18   others that we're using export credits unfairly,
 
     19   that we're donating commodities unfairly to the
 
     20   point where we're displacing commercial sales, that
 
     21   sort of thing.



 
     22                  I want to say that that criticism
 
     23   doesn't bother us at USDA.  I'm just telling you
 
     24   that we are getting it pretty hard and heavy, to the
 
     25   point where these other countries are saying that
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      1   they want to make sure that in the next WTO, that
 
      2   there are these further disciplines on export credit
 
      3   guarantees or further disciplines on the use of
 
      4   commodity donations for food aid.
 
      5                  So I understand your point that we
 
      6   ought to be using EEP more aggressively, although
 
      7   I'm not sure if what you're saying is we ought to
 
      8   use EEP for soybean exports.  Because if that's what
 
      9   you're saying, frankly, that's the first time I've
 
     10   heard that the soybean industry would like us to use
 
     11   EEP for soybeans.  But I think that's an interesting
 
     12   point, if, indeed, that's what you're suggesting
 
     13   today.
 
     14                  MR. WEETS:  It's something to be
 
     15   looked at, maybe.  On the donations, I think what's
 
     16   happening in the world today, these foreign
 
     17   countries are using the GMO issue and the donation
 
     18   issue as a marketing play.  Because they're saying,
 
     19   why should we buy wheat from you or beans from you
 
     20   or whatever; you're going to give them to us
 
     21   anyway.  You know, I don't like that attitude, but I



 
     22   don't know what we're going to do about it.
 
     23                  The GMO in Europe, I think it's the
 
     24   same.  It's just a market play is all it is.
 
     25   They're just trying to beat the price of stuff
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      1   down.  Then all of sudden they'll come up one day,
 
      2   and they're going to buy some when it gets finally
 
      3   cheap enough, but they're going feel like they're
 
      4   stealing it.  That's what's happening.  China has
 
      5   been doing it for years.  Everybody is using the
 
      6   United States as a cash cow in this whole trade
 
      7   deal, and it's getting pretty tiring.
 
      8                  MR. GALVIN:  I do understand your
 
      9   concerns about GMO's as it relates to our trade with
 
     10   Europe.  I will say, though, that even though in the
 
     11   case of corn, we have, for the time being, lost our
 
     12   200 million dollars in annual corn sales to Europe
 
     13   because of the GMO issue, at least in the case of
 
     14   soybeans, we continue to move more than two billion
 
     15   dollars worth of soybean and soybean products to
 
     16   Europe.  Even though a lot of those soybeans, of
 
     17   course, are round-up ready, genetically-modified
 
     18   soybeans.
 
     19                  So as of yet, it hasn't had that real
 
     20   direct impact on soybean exports to Europe.  And, of
 
     21   course, we'll be, you know, continuing our efforts



 
     22   to make sure that there isn't some sort of backlash
 
     23   on soybeans.
 
     24                  MR. WEETS:  Soybeans, I guess, have
 
     25   been real lucky in the fact that you can use
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      1   soybeans for so many different things.  And they are
 
      2   gaining market share in other parts of the world.  I
 
      3   just hate to see these foreign countries using all
 
      4   these little things as a play to get the market
 
      5   down.  I'm getting pretty tired of that.
 
      6                  MR. GALVIN:  No.  I understand,
 
      7   Carl.
 
      8                  MR. WEETS:  Anyway, I just -- I
 
      9   wanted you to look at that.
 
     10                  And then, you know, on the tech fees,
 
     11   that is a real -- that is a real problem.  These
 
     12   companies don't seem to understand how much cost per
 
     13   acre it actually is.  And I was told, like, it was
 
     14   $4 an acre.  Well, that's a farce.  On our soybeans
 
     15   that we grow, the technology fee is getting to be
 
     16   more than the rent of the farm.  You know, 10 or
 
     17   more dollars an acre just for a technology fee isn't
 
     18   right.  And the guys in South America aren't having
 
     19   to pay it, and there's certain seed companies in the
 
     20   United States that don't pay it.  They just keep
 
     21   sticking it to certain ones.  And the fact that



 
     22   these companies are buying the seed companies,
 
     23   they're taking the technology fees all back to
 
     24   themselves and they're not -- in these other foreign
 
     25   countries, they're just not charging these fees.
 
 
                    ACCURATE COURT REPORTING SERVICES
         AUSTIN (512) 926-6858   ***   SAN ANTONIO (210) 558-9484
 



                                                             129
 
 
 
      1   And that needs to be looked at.
 
      2                  MR. GALVIN:  That's interesting.  I
 
      3   wasn't aware that in Argentina, for example, that
 
      4   there are farmers that are planting soybeans or BT
 
      5   corn who are not paying a technology fee.
 
      6                  MR. WEETS:  It's against -- I believe
 
      7   it's against the law down there to charge the fees.
 
      8                  MR. GALVIN:  All right.  Thank you.
 
      9                  MR. PURCELL:  Okay.  We are now
 
     10   getting into our lunchtime.  And a reminder, those
 
     11   of you that have submitted written testimony, you
 
     12   don't necessarily have to read, you know, the whole
 
     13   thing.  If you could just summarize it to help us
 
     14   get back on our schedule.
 
     15                  Next up, Jack Cobb, the Texas Grain
 
     16   Sorghum Board.
 
     17                  MR. COBB:  Good morning.  We
 
     18   appreciate the opportunity to share with you some of
 
     19   our views of the sorghum industry.  My name is Jack
 
     20   Cobb and I live in Plains, Texas.  I'm a farmer and
 
     21   I produce sorghum and cotton.  This year it's about



 
     22   equal amounts.
 
     23                  I represent the Texas Grain Sorghum
 
     24   Producers Board, and am also a member of the
 
     25   National Sorghum Producers Board.  I've been
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      1   involved in these organizations for more than a
 
      2   decade.  I also served as Grain Sorghum
 
      3   Representative to the U.S. Grains Council Trade
 
      4   Policy Coordinating Committee.  And through this I
 
      5   represent sorghum producers on international trade
 
      6   policy.
 
      7                  Sorghum business is rather large in
 
      8   Texas.  Typically, it accounts for about one-third
 
      9   to one-half of the national production, and the
 
     10   value of the Texas sorghum usually exceeds a half
 
     11   billion dollars annually.  It's the number two row
 
     12   crop, in acres, in the state of Texas, ranging
 
     13   somewhere between two and a half million to three
 
     14   million acres each year.  Being able to efficiently
 
     15   produce grain sorghum, well, we in Texas need
 
     16   markets where we can sell our grain.  Almost 50
 
     17   percent of our crop in Texas is exported to
 
     18   international markets; about half of the major
 
     19   customer we have is Mexico, followed by Japan and
 
     20   then Spain.
 
     21                  There are several issues we'd like to



 
     22   address this morning, and this is added -- or it
 
     23   will be on your new testimony that we -- you've just
 
     24   been handed.  But it's the GMO free grain supply.
 
     25   And the second thing is the inclusion of minimum
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      1   access agreements and preferential market access
 
      2   arrangements.  Third is the reduction of tariffs and
 
      3   the increase of tariff rate quotas.  The fourth
 
      4   thing is the enforcement of Agreement on Application
 
      5   of Sanitary and Phytosanitary Measures.  Fifth is
 
      6   export subsidies, and then sixth is the State Trade
 
      7   Enterprises or entities.
 
      8                  Grain sorghum stands ready to supply
 
      9   some of the needs that may have been lost, or some
 
     10   of the markets that may have been lost or could
 
     11   potentially be lost due to GMO's.  There are
 
     12   currently no June insertions or biological events
 
     13   that happen in grain sorghum plants that are the
 
     14   product of biotechnology research.  Our minimum
 
     15   access agreements and preferential market
 
     16   arrangements, we support the inclusion of sorghum in
 
     17   minimum access arrangements, and these agreements
 
     18   can provide opportunities in the immediate future
 
     19   for increased exports of U.S. and Texas sorghum.
 
     20                  Also in the future, as trade
 
     21   restrictions are reduced or eliminated, well,



 
     22   minimum market access agreements provide for future
 
     23   foreign grain sorghum market development.
 
     24                  We see a reduction of tariffs and
 
     25   increase of the Tariff Rate Quotas.  We support
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      1   these -- the reduction of these imposed import
 
      2   tariffs for grain and increase of the Tariff Rate
 
      3   Quotas.  Increasing the Tariff Rate Quotas will also
 
      4   reduce the effects of tariffs that they have on
 
      5   restricting international trade.
 
      6                  We want to support the agreement on
 
      7   application of sanitary and phytosanitary measures.
 
      8   We feel, like many of the others have mentioned
 
      9   today, that these are just restrictions to trade in
 
     10   a great many instances and they're really not based
 
     11   on sound science and ethical trade measures.
 
     12                  We want to support the complete
 
     13   elimination of export subsidies, and these export
 
     14   subsidies artificially promote excess production in
 
     15   countries that use them.  And while it increases the
 
     16   amount of grain on the international market, it
 
     17   produces an artificially low price.  We think we
 
     18   would be much better off if we could do away with
 
     19   these and then let supply and demand control the
 
     20   price on the world market.
 
     21                  Finally, the U.S. and Texas sorghum



 
     22   producers encourage more transparency with respect
 
     23   to the activities of the State Trading Entities.
 
     24   Increased transparency would allow the international
 
     25   community to monitor the activities of these
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      1   entities for unfair trade practices in the markets.
 
      2                  We appreciate very much your time and
 
      3   your coming to Texas.  And we invite you to come
 
      4   back and welcome you again.  Are there any
 
      5   questions?
 
      6                  MR. GALVIN:  Thanks, Jack.  Good to
 
      7   see you again.
 
      8                  MR. COBB:  Good to see you.
 
      9                  MR. GALVIN:  You know, we do have
 
     10   this issue of not being able to get our corn into
 
     11   Spain and Portugal because of the GMO issue right
 
     12   now.  Do you have a sense for if we change some of
 
     13   that preferential treatment from corn to sorghum, if
 
     14   there might be some additional opportunities there
 
     15   immediately to move more sorghum into Europe?
 
     16                  MR. COBB:  Yes, sir, we think there
 
     17   would be.  That would not be a problem.  We seem to
 
     18   have the supplies on hand.
 
     19                  MR. GALVIN:  Does it go largely for
 
     20   feeding purposes or processors right now?
 
     21                  MR. COBB:  Primarily for processors



 
     22   there in Spain is what our sorghum goes to.  Of
 
     23   course, it ultimately winds up in feed.  We're
 
     24   promoting a good bit of food grade sorghum around
 
     25   the globe now and in various other countries, but
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      1   there are a great number of things that sorghum
 
      2   works quite well on.
 
      3                  MS. BOMER-LAURITSON:  I have a quick
 
      4   question.  A number of the speakers today have
 
      5   talked about State Trading Enterprises, and you
 
      6   called for increased transparency.  What kind of
 
      7   information, specific information, do you think
 
      8   would be useful for State Trading Enterprises to
 
      9   make available that would help U.S. producers
 
     10   compete?
 
     11                  MR. COBB:  Some of the big problems
 
     12   that I've heard about is the -- well, take Canada,
 
     13   for instance.  And that's their transportation that
 
     14   the Canadian Wheat Board provides for those things.
 
     15   I think if we could get -- if we could see the full
 
     16   view and these things be transparent, I think it
 
     17   would be beneficial to us and we could see just
 
     18   where all these enhancement type things are coming
 
     19   from.
 
     20                  MR. GALVIN:  On that point, if I
 
     21   could maybe mention one other thing that we're



 
     22   looking at right now that might provide some more
 
     23   transparency, and that is, as many of you know,
 
     24   every Thursday the Department of Agriculture puts
 
     25   out this weekly Export Sales Report.  And that's
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      1   something that's required by law that goes back to
 
      2   1972, '73 when we had those big grain sales to the
 
      3   Soviet Union that caught a lot of producers by
 
      4   surprise, and the producers couldn't benefit, in
 
      5   many cases, from the big increase in prices that
 
      6   occurred.  So this reporting system was mandated so
 
      7   that U.S. producers would have a better idea of what
 
      8   current sales are occurring on behalf of U.S.
 
      9   exporters.
 
     10                  And this is a system that I think has
 
     11   worked quite well.  There's a lot of trade and
 
     12   producer interest in those reports that come out
 
     13   every Thursday.  Plus, on a daily basis, U.S.
 
     14   companies are required to report really large sales
 
     15   that might occur, like something exceeding 100,000
 
     16   tons of grain, for example.
 
     17                  And one thing we are looking at is
 
     18   the notion of having this sort of reporting
 
     19   requirement applied to all the other major
 
     20   exporters; frankly, whether they're safe trading
 
     21   enterprises or not.  You know, the idea being that



 
     22   if there was a lot more disclosure about sales and
 
     23   destinations and quantities involved, that sort of
 
     24   thing, then we would all be playing with equal
 
     25   information and that would be beneficial to anybody
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      1   that uses the market.
 
      2                  MR. COBB:  Sounds great.  It would be
 
      3   something we can certainly share with our members.
 
      4                  MR. GALVIN:  And again, unlike a lot
 
      5   of things that are suggested, I mean, this is
 
      6   something that we currently do.  We require of
 
      7   ourselves, it works well.  So we don't think it's
 
      8   unreasonable to explore the idea of having it apply
 
      9   to other major exporters as well.
 
     10                  MR. COBB:  Thank you.
 
     11                  MR. GALVIN:  Thank you.
 
     12                  MR. PURCELL:  Okay.  We're going to
 
     13   make some adjustments to the schedule.  We're going
 
     14   to go ahead and take our lunch break now, and at
 
     15   1:30 we'll return to this room and hear from the
 
     16   Texas Grain and Feed Association.
 
     17                  Now, for the media, there will be a
 
     18   media availability with the panelists, and that will
 
     19   be in Room 010, which is right down the hall to your
 
     20   right as you go out the door.
 
     21                  So with that, we'll adjourn there and



 
     22   everyone be back here ready to go at 1:30.
 
     23                  (LUNCH RECESS).
 
     24                  MR. PURCELL:  Okay.  If we could get
 
     25   you to take your seats, we'll get started here in
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      1   the afternoon session.  And again, we're going to
 
      2   try and -- we're already behind schedule.  We're
 
      3   going to try and keep from going any further
 
      4   behind.  So I might remind you once again, if you've
 
      5   submitted written testimony, there's no need to read
 
      6   the whole thing.  If you can hit the highlights and
 
      7   raise some questions, that will do, if you don't
 
      8   want to read your written testimony.
 
      9                  So let's get under way with the
 
     10   afternoon session.  First, from the Texas Grain and
 
     11   Feed Association, Ben Boerner.
 
     12                  MR. BOERNER:  Thank you.  First I'd
 
     13   like to thank the moderator.  He said to lighten
 
     14   things up just a bit after lunch, because I
 
     15   understand some people caught some Texas Triple X
 
     16   chili at the Texas Chili Parlor.  And when I
 
     17   prepared this presentation, I knew that you-all were
 
     18   going to be listening to a bunch of people saying
 
     19   the same thing about everything, so mine was a
 
     20   summary.  So to summarize the summary, I guess I say
 
     21   absolutely nothing about everything, and you'll



 
     22   understand.
 
     23                  So with that, on behalf of the board
 
     24   of directors and the members of the Texas Grain and
 
     25   Feed Association, I want to thank all of you for
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      1   allowing us to appear before you today.
 
      2                  My name is Ben Boerner, I serve as
 
      3   president of the Texas Grain and Feed Association.
 
      4   The association has represented the grain and feed
 
      5   industry of Texas for the last 101 years.  We
 
      6   currently have 650 members involved in the storage,
 
      7   transportation, and processing of grain and
 
      8   feedstuffs.
 
      9                  Recently our association adopted a
 
     10   policy in regards to trade and trade issues.  And in
 
     11   regards to general agricultural policy, the
 
     12   association supports policies that foster full and
 
     13   prudent utilization of our agricultural resources,
 
     14   and we also support policies that include
 
     15   multinational trade agreements that eliminate
 
     16   market-destroying trade barriers.
 
     17                  And more now than ever before, the
 
     18   future success of U.S. agriculture and certainly
 
     19   Texas agriculture is linked to our competitiveness
 
     20   in the global trade arena.  We have been the
 
     21   supporter of free trade, including past agreements



 
     22   such as NAFTA and the agreements under GATT.  We've
 
     23   also consistently supported China's MFN trade
 
     24   status.
 
     25                  Based on the negotiations that have
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      1   taken place already as well as the recent trade
 
      2   issues that have stifled our ability to export in
 
      3   the world market, the Texas Grain and Feed
 
      4   Association makes the following statements:  Number
 
      5   one, the President should have fast-track authority
 
      6   in which to negotiate trade agreements; China should
 
      7   be given entry into the World Trade Organization;
 
      8   the acceptance or rejection of Genetically-Modified
 
      9   Organisms should be based on sound science and not
 
     10   public hysteria or political whims.  Testing and
 
     11   separately storing grains at the country elevator to
 
     12   assure consumers of GMO-free corn and other grains
 
     13   will hinder the ability of U.S. producers and
 
     14   handlers to compete in the world.
 
     15                  The rules governing sanitary and
 
     16   phytosanitary measures should also be based on sound
 
     17   science and not used as artificial trade barriers,
 
     18   and when problems do arise, they need to be
 
     19   communicated to the industry in a timely fashion in
 
     20   order to save us time and also resources.
 
     21                  Tariffs and subsidies should be



 
     22   reduced in order that all trading partners are
 
     23   trading on a level playing field; trade agreements
 
     24   should be enforced vigorously; and certainly last
 
     25   but not least, the U.S. needs to exempt food and
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      1   agricultural products from future unilateral
 
      2   economic sanctions.
 
      3                  We again thank you for allowing us to
 
      4   present our views, and I'll attempt to answer any
 
      5   questions you might have.
 
      6                  MR. ACETO:  I have a question
 
      7   regarding your fourth point there about
 
      8   communicating problems in a timely fashion to the
 
      9   industry.  Is there a specific problem that's come
 
     10   up in the past --
 
     11                  MR. BOERNER:  Well, just from the
 
     12   standpoint -- we've encountered over the last-- I
 
     13   guess since NAFTA was passed, we'll encounter some
 
     14   problems where our members are stuck at the border
 
     15   and they're not aware of something that had taken
 
     16   place.  They call us first, and we certainly hadn't
 
     17   heard anything, and then, you know, we're making
 
     18   phone calls to find out indeed what was the actual
 
     19   problem.
 
     20                  So some mechanism -- I know that we
 
     21   now have the ability, as opposed to four or five



 
     22   years ago, to, you know, quickly communicate those
 
     23   particular issues.  And I would certainly support
 
     24   the government's use -- or working with trade
 
     25   associations in making sure that word does get out.
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      1   Because sometimes it takes two or three times before
 
      2   they actually get the message.
 
      3                  MR. GALVIN:  Mike, just on that
 
      4   point, I'll mention that we are working at the
 
      5   Foreign Agricultural Service at USDA in putting up a
 
      6   lot of these -- a lot of the information on SPS
 
      7   barriers on our web site, where people can pull it
 
      8   up either by country or by commodity and that sort
 
      9   of thing, and have a very accessible inventory to
 
     10   look at.
 
     11                  And I'd certainly encourage people
 
     12   generally, though, to look at our FAS web site and
 
     13   see all the information we have up there about
 
     14   tariff levels or current estimated production of
 
     15   commodities in various countries or summaries of the
 
     16   Uruguay Round or the NAFTA or our trade objectives
 
     17   heading into the next round.  There really is a lot
 
     18   of information.
 
     19                  One of the things that I use on a
 
     20   regular basis is just the basic trade data that we
 
     21   put it out.  You can go in and get copies of what we



 
     22   call our BECO reports that will show you what our
 
     23   current exports and imports are doing by country, by
 
     24   commodity, that sort of thing.  And it's all very
 
     25   handy and easy to print off and that sort of thing.
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      1                  MR. ACETO:  Actually, if I could just
 
      2   follow up on another thing, too, in answer to what
 
      3   Tim just said, is that all these sessions are going
 
      4   to be eventually put up on that site.  So if you
 
      5   want to see what people are saying in other cities
 
      6   on this listening session, you can get that
 
      7   information there as well.
 
      8                  MR. GALVIN:  Thank you.  We
 
      9   appreciate it.
 
     10                  MR. PURCELL:  Okay.  Thank you.  Next
 
     11   up we have Jerry Don Glover representing the Texas
 
     12   Corn Producers Board.
 
     13                  MR. GLOVER:  Good evening.  I was one
 
     14   of those that partook of that chili, so I'm glad I'm
 
     15   this far away from you.
 
     16                  Tim, we want to thank you and the
 
     17   USDA and the US -- pardon me.  The USTR panel for
 
     18   this opportunity to express our concerns.  I would
 
     19   also like to thank Secretary Glickman and
 
     20   Commissioner Barshefsky for allowing these listening
 
     21   sessions to be part of this WTO information



 
     22   gathering points so that you-all can sort of hear
 
     23   from us in the grass roots out here.
 
     24                  I might explain just a little bit.
 
     25   The Texas Corn Producers is a 15-member board across
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      1   the state of Texas that represents about 19,000 corn
 
      2   farmers in Texas.  Next week you'll be in corn
 
      3   country.  I think it's next week you'll be in Iowa.
 
      4   This is also corn country.  We just wanted you to
 
      5   know that we're a deficit state in the production of
 
      6   corn.  A lot of our corn does go into Mexico, which
 
      7   I think NAFTA -- that is one of the few things I
 
      8   think NAFTA has helped is, is the ability for us to
 
      9   get corn in and out; the drought that sort of helped
 
     10   the cattle industry, because they haven't had any
 
     11   cattle to come this way.  So it would have been a
 
     12   trade-off as far as we're concerned.
 
     13                  Since 1964, we've seen the demise of
 
     14   the American farm.  Across the nation our ranks have
 
     15   dwindled from over three million down to less than
 
     16   two million.  The acreage has declined some, maybe
 
     17   about two million; we used to farm about 434 million
 
     18   acres across the nation and now we farm about 432.
 
     19   The cost of doing business has escalated.  Back in
 
     20   those days whenever I first started farming, it cost
 
     21   the American farmer about 37 billion in expenses.



 
     22   Now our expenses are about 150 billion.  And this is
 
     23   by USDA's latest census.
 
     24                  Though there's been a decline in the
 
     25   farm population, we've increased our productivity,
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      1   not only in farm products but in manufactured goods
 
      2   and services.  However, this increase in
 
      3   productivity has come at the expense of the American
 
      4   farmer.  The American farmer has clothed and fed
 
      5   this nation with no guarantee of profit, and now
 
      6   he's bordering on bankruptcy.
 
      7                  It appears that the United States has
 
      8   made agreements in the past that probably did not
 
      9   have the information that you're gathering now.  The
 
     10   people I've -- we don't feel like that the GATT and
 
     11   NAFTA treaties really represented the feelings of
 
     12   American agriculture, but they've opened our doors,
 
     13   totally opened our doors.  But yet some of the
 
     14   foreign countries that we're -- supposedly were
 
     15   going to trade with during those treaties have been
 
     16   closed and can be closed at any time they want to.
 
     17   We don't feel that the word "free trade" is
 
     18   something that we really believe in.  We believe in
 
     19   fair trade.  And has been spoken today, there have
 
     20   been instances where the devaluation of some of the
 
     21   different currencies has really caused us problems.



 
     22   And you would think with a good, strong dollar that
 
     23   America would be really prospering in the world's
 
     24   economy.  But a strong dollar does nothing to us but
 
     25   it cuts off our exports, because it takes
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      1   more -- and I'll explain to the -- explains more of
 
      2   our -- takes more of our dollars to buy their
 
      3   goods.
 
      4                  Our government seems to be more
 
      5   worried about other countries' ability to keep their
 
      6   ag economy strong, with little regard of our own
 
      7   agricultural economy.  And, of course, you-all heard
 
      8   today, and I know you have in some of the others,
 
      9   that we should be dedicated to eliminating all of
 
     10   our export subsidies in the next WTO rounds and to
 
     11   restrict our own internal support measures.  I think
 
     12   if this is allowed, more producers will be forced to
 
     13   leave the vital industry at a faster rate than we've
 
     14   seen in the last 30 years.  Rural communities will
 
     15   vanish unless a profit is placed back into
 
     16   agriculture.
 
     17                  The American farmer has been used as
 
     18   a pawn for too many years in the world affairs.
 
     19   And, of course, I know many of us has read Dan
 
     20   Morgan's book back years ago.  One of his chapters
 
     21   was titled "Food, the Ultimate Weapon."  We feel



 
     22   like we have been used as a B-1 bomber for too long,
 
     23   with our government putting sanctions on different
 
     24   countries and stopping our flow of goods.  And, of
 
     25   course, there's been mention that Cuba and some of
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      1   the other countries, that those sanctions should be
 
      2   opened up if you're going to call it a free market.
 
      3                  Back in those days whenever Carter
 
      4   put an embargo on us, nothing really happened to the
 
      5   major grain trade.  It was all put back on our lap.
 
      6   The major grain trades only just reverted their
 
      7   route of grain and it finally got to Russia.  The
 
      8   embargo was just placed on us, we feel like.
 
      9                  We're having a hard time competing.
 
     10   I'm not a protectionist.  I don't feel like I'm a
 
     11   protectionist, but when it comes to a vital industry
 
     12   like agriculture in America, I guess I may be a
 
     13   protectionist.  Because I don't feel like I can
 
     14   compete as a producer with $5 a day labor in Mexico,
 
     15   I can't compete with EPA.  There's not the EPA
 
     16   standards in some of the other countries.  They
 
     17   don't have the labor unions that has forced all of
 
     18   our goods and purchases that we purchase to be so
 
     19   high.
 
     20                  So, you know, I'm really worried
 
     21   about how we're going to be able to have this



 
     22   competition fairly with the changes in the
 
     23   currencies and with them not having to live under
 
     24   the same standards that we do.  And unless American
 
     25   farmers can be assured a return on his investment,
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      1   how can he be expected to produce in the future?
 
      2                  Now, I could have spoke a lot about
 
      3   what was going on here today, what all the other
 
      4   speakers were talking about as far as addressing the
 
      5   tariffs, export subsidies, the market access, the
 
      6   internal supports, the STE's, the environment and
 
      7   labor issues, and phytosanitary standards.  But I
 
      8   want you to realize first and foremost that the ag
 
      9   sector of the American economy must begin to realize
 
     10   a reasonable profit.  For without a reasonable
 
     11   profit, no viable entity can survive.
 
     12                  And we're having a hard time
 
     13   surviving.  Me and my son farm about 3,600 acres up
 
     14   in the Panhandle of Texas and we can live with the
 
     15   weather that God gives us.  I mean, we've lost three
 
     16   sections of cotton since the first of May.  We can
 
     17   live with that because that's sort of an expected
 
     18   deal.  But we can't live with the commodity prices
 
     19   that we have today, and we think because of where
 
     20   the commodity prices are, it's because we've opened
 
     21   our doors.  And we don't want to become as dependent



 
     22   on food as we do for oil.  My own personal belief
 
     23   that our dependence on oil -- you know, we think
 
     24   it's only 15, 17 dollars a barrel, but really, I
 
     25   think it costs more like $100 a barrel.  Because
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      1   we're so reliant on those people to deliver it that
 
      2   we've got our Armed Services over there protecting
 
      3   it.  I don't think the American consumer wants to be
 
      4   that reliant on food that we have to send our Armed
 
      5   Services.  And unless we put profit back into
 
      6   agriculture, I think that's where we're headed.
 
      7                  I won't spend any more of your time,
 
      8   other than, Tim, what did you say while ago to some
 
      9   grain sorghum guy about growing grain sorghum in
 
     10   Spain or something?  Or sending it over there and
 
     11   you wanted to not send corn?
 
     12                  MR. GALVIN:  Only until we can get
 
     13   them to turn around.
 
     14                  MR. GLOVER:  Okay.  All right.  All
 
     15   right.  I understand, Tim.  But the thing about it
 
     16   is, you know, we grow everything.  We want to be
 
     17   able to export our cattle, we want to be able to
 
     18   export our grain sorghum, our wheat, our rice, our
 
     19   sugar.  We need a profit in those so we can
 
     20   continue.
 
     21                  MR. GALVIN:  I understand.



 
     22                  MR. GLOVER:  Thank you.  Any
 
     23   questions?
 
     24                  MR. GALVIN:  Maybe just if you could
 
     25   just kind of sort of boil it down to, do you think
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      1   corn growers have been better or worse off the last,
 
      2   basically since the Uruguay Round because of the
 
      3   trade agreements we have in place?  Do you think on
 
      4   the whole it's been positive or negative?
 
      5                  MR. GLOVER:  Well, it's according to
 
      6   which way you want to look at it.  I mean, if you
 
      7   didn't have the Asian flu, if you didn't have China
 
      8   becoming an exporter instead of an importer -- I
 
      9   think China exports a lot of their goods at the risk
 
     10   of their own people.  I don't think they have any
 
     11   regard for their own people.  All they're needing is
 
     12   some currency, and that's the only way they can get
 
     13   it is to export.
 
     14                  I feel like that possibly -- you
 
     15   know, corn is one of the major exporting items along
 
     16   with wheat.  Probably it would be, but with the
 
     17   major growth and the production of corn around the
 
     18   United States - the weather has been sufficiently
 
     19   good - that we just overproduced.  I won't say that
 
     20   Freedom to Farm has been our major problem, it just
 
     21   hasn't answered our problem.



 
     22                  And I know that there are countries
 
     23   that have their subsidies - Europe and all of those
 
     24   that have their subsidies - and if you look at our
 
     25   expenditures last year as far as farm program
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      1   expenditures, we spent about 30 billion dollars that
 
      2   came to us.  But we're still in dire need for it.
 
      3                  So see, money coming down from the
 
      4   government is not what we're needing.  We're needing
 
      5   to sell that product at a profit and let that money
 
      6   flow back through the economy.
 
      7                  MR. GALVIN:  Appreciate it.
 
      8                  MR. GLOVER:  Thank you, Tim.
 
      9                  MR. PURCELL:  The next speaker will
 
     10   be Jim Horne from the Kerr Center for Sustainable
 
     11   Agriculture.
 
     12                  MR. HORNE:  Thank you, Panel, for
 
     13   this opportunity to come before you.  I serve as
 
     14   president of the Kerr Center for Sustainable
 
     15   Agriculture.  I've served also in a capacity on a
 
     16   scoping task force for sustainable agriculture on
 
     17   President Clinton's Council for Sustainable
 
     18   Development.  I'm also a farmer and a rancher all of
 
     19   my life, and today I would like to just kind of set
 
     20   a backset for trade issues and look at it from a
 
     21   holistic and a more -- perhaps a sustainable point



 
     22   of view, not really representing each different
 
     23   commodity, as that's well been done today.
 
     24                  So I'll be speaking about trade
 
     25   policy on the structure of agriculture, trade policy
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      1   that should work for farmers and not against them,
 
      2   and trade policy and its effect on the environment
 
      3   and natural resources.
 
      4                  A country's trade and ag policy are
 
      5   inter-linked.  One cannot separate the two.  The
 
      6   purpose behind major ag policy decisions in the U.S.
 
      7   historically have been allotments, subsidies, supply
 
      8   management, and other tools.  And it is not just to
 
      9   balance supply and demand and stabilize net farm
 
     10   income, but also to increase exports.  And it is for
 
     11   this reason the trade policy should be made to
 
     12   explicitly reflect not just the cost of production
 
     13   of commodities - fuel, fertilizers, and those sort
 
     14   of inputs - but also those hidden costs that are
 
     15   degrading the environment, such as our soil, the
 
     16   soil erosion, and each bushel of beans or corn that
 
     17   we ship overseas.  These are hidden costs that
 
     18   affect the productive capacity of our farm/ranch.
 
     19                  The trade policy must take into
 
     20   account its effect on the structure of ag in the
 
     21   U.S.  If policy favors the continued expansion of



 
     22   the industrial model of ag, then we will have less
 
     23   family farmers, less stewardship of natural
 
     24   resources, and declining rural communities.  Food
 
     25   security and quality of life issues will accelerate
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      1   as significant problems for our country.
 
      2                  Historically, the result of farm
 
      3   policy was consolidation, rural community decline,
 
      4   and the price of subsidies being bid into the price
 
      5   of farmland.  We all know that the era of the
 
      6   vanishing farm between 1950 and 1980, where we saw
 
      7   just in the last 20 years, over 300,000 farms and 62
 
      8   percent of all the farms disappear since 1950.  And
 
      9   while many believe that moving people out of
 
     10   agriculture makes us an efficient agricultural
 
     11   system, the truth is that the price of commodities
 
     12   such as wheat and beans and other commodities are
 
     13   still at 1960, 1970 levels.  Producing surpluses
 
     14   with only the hope of export markets is not rational
 
     15   in terms of good resource allocation.
 
     16                  There's also clear evidence, as the
 
     17   Department has recognized, that there is
 
     18   concentration in farming and agribusiness.  Today
 
     19   less than 20 percent of the largest farms are
 
     20   responsible for 80 percent of the receipts.  The
 
     21   largest broiler operations account for 97 percent of



 
     22   sales nationwide; less than four percent of the
 
     23   largest farms produce two-thirds of the vegetables,
 
     24   sweet corn, and melons in this country.
 
     25                  And then we move to the meat sector.
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      1   We find four large firms controlling 80 percent of
 
      2   the meat-packing business and four large firms
 
      3   controlling 24 percent of the total bushels produced
 
      4   of grain in this country.
 
      5                  So we're down to seeing that about
 
      6   four percent of the population of farmers in the
 
      7   U.S. is earning 57 percent of all farm receipts.
 
      8   Even if farmers use the very best management
 
      9   techniques in producing food, the most sophisticated
 
     10   marketing techniques, such as the use of futures and
 
     11   options, it is not enough.  They cannot even come
 
     12   close to negating the effect of a handful of firms
 
     13   controlling the market.  Export policy and trade
 
     14   policy often favors these large corporate entities
 
     15   rather than the nation's family farms.
 
     16                  Trade policy also affects the
 
     17   structure and type of agriculture in the countries
 
     18   we are exporting to.  In those countries that are
 
     19   developing, it is not right to encourage
 
     20   monoculture, factory styles of production, and the
 
     21   displacement of indigenous people -- the indigenous



 
     22   population from rural to urban areas.  It's
 
     23   something that the United States may not be thanked
 
     24   for in later years.
 
     25                  The next point is that of policy
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      1   working for American farmers and not against them.
 
      2   The aim of trade policy should be to benefit the
 
      3   American farm families and not to reflect the profit
 
      4   maximization goals of a handful of corporate
 
      5   entities that control virtually all the agricultural
 
      6   production in the United States of the major
 
      7   commodities.
 
      8                  Trade policies should reflect the
 
      9   highest of American values and standards.
 
     10   Agricultural exports, while helpful, are not the
 
     11   solution to agriculture's problems of persistent low
 
     12   returns and food security issues, such as putting
 
     13   too much power in the hands of many
 
     14   vertically-integrated companies.  When farms
 
     15   disappear, so do the families that farm them.  The
 
     16   loss of farmers and the resultant structures put
 
     17   communities in turmoil, and at risk is the loss of
 
     18   many more family farmers in the next year.  The
 
     19   corporate structure of confined animal operations
 
     20   and other contractual agreements are taking away
 
     21   from farmers the right to produce food in their own



 
     22   way.  Ag and trade policy often sends the wrong
 
     23   signal to farmers about how much and what to
 
     24   produce.  And, of course, embargoes destroy the best
 
     25   of planning.
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      1                  In a similar ways, agribusinesses are
 
      2   assuming greater control of production agriculture.
 
      3   Agribusinesses are developing genetically-modified
 
      4   seed that the farmer not only has to purchase but
 
      5   also has to agree to sell back to the same company.
 
      6   Corporate owned operations like these are growing at
 
      7   staggering rates, releasing varieties at staggering
 
      8   rates, and few are looking at the downside of such
 
      9   technologies.  The current monopolistic tendencies
 
     10   in the U.S. ag industry are undoing family farms,
 
     11   schools, competition, and destroying our rural
 
     12   communities.
 
     13                  Trade and ag policy must be linked to
 
     14   ensure that they are not working to the other's
 
     15   disadvantage and that they are not counter to other
 
     16   U.S. initiatives; for example that reduce pesticide
 
     17   usage.  In this respect, we must phase out imports
 
     18   of foods from countries that have policies that are
 
     19   counter to our policies.  Allowing other countries
 
     20   to export to us with unfair labor practices puts the
 
     21   American farmer at a disadvantage competitively, and



 
     22   furthermore, it encourages the exploitation of
 
     23   workers in other countries.
 
     24                  The U.S. should not allow the
 
     25   importation of any food products that are grown with
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      1   chemicals banned in the U.S., as we continue to
 
      2   produce those chemicals and export them to other
 
      3   countries.  This practice endangers the health of
 
      4   Americans, particularly when enforcement standards
 
      5   are low, and particularly those who are the least
 
      6   able to speak for themselves, such as infants, the
 
      7   elderly, the ill, and the poor.
 
      8                  Labeling as to country of origin
 
      9   genetically modified food, irradiation, certified
 
     10   organic, or other labels should be obtained for
 
     11   products coming into this country.
 
     12                  What is the effect of trade policy on
 
     13   the environment and natural resources?  Trade
 
     14   policies should aim to develop a national accounting
 
     15   system that takes into account the cost of
 
     16   degradation of natural and human resources as well
 
     17   as the direct cost of production.  Unfortunately,
 
     18   policy often does not account for the true or total
 
     19   cost of ag production.  What gets counted are those
 
     20   resources that are expended and the others are
 
     21   ignored, partly because it's hard to assign values



 
     22   to the loss of soil productivity and other measures
 
     23   of degradation.  Social costs associated with
 
     24   agriculture and the loss of rural communities also
 
     25   represents true costs of our industrialized system
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      1   of production.
 
      2                  There are several conclusions that I
 
      3   would like to make and suggestions that I would
 
      4   offer.  First of all, trade policies should not be
 
      5   structured to use food as a weapon on the poor in
 
      6   order to achieve military or governmental challenges
 
      7   in other countries.  Trade policies should be
 
      8   focused on ensuring that just the needs and not just
 
      9   the wants of Americans are met in such ways that we
 
     10   ensure the sustainability of our food system and the
 
     11   natural resources upon which our system depends with
 
     12   fairness, consideration, compassion for all the
 
     13   people that work the land.
 
     14                  Trade and ag policies should take
 
     15   into account total cost accounting of the natural
 
     16   resources expended per unit of export.  Policies
 
     17   should be -- should instead be examined to ensure
 
     18   that the beneficiaries of such policies are
 
     19   distributed equally to the American taxpayer, and
 
     20   more importantly maybe for the rank and file workers
 
     21   farming our land.



 
     22                  I would like to close with the
 
     23   definition of sustainable development that was given
 
     24   by Norwegian Prime Minister Roflan (sp) that we --
 
     25   that the work with the President's Council for
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      1   Sustainable Development is used.  In sustainable
 
      2   development, whether we're talking -- is relevant to
 
      3   all activities whether it's trade or whatever, and
 
      4   it's defined as development which meets the needs of
 
      5   the future without jeopardizing the choices that we
 
      6   have in the future.  And we don't want to limit our
 
      7   future by simply destroying the rich agricultural
 
      8   base that we have with the natural resources we have
 
      9   in this country.
 
     10                  And so I thank you for the
 
     11   opportunity to come, and would be happy to respond
 
     12   to any questions you might have.
 
     13                  MR. GALVIN:  Thanks, Jim.  I
 
     14   appreciate it.  I think this morning you probably
 
     15   heard some general consensus around a few broad
 
     16   points like getting rid of export subsidies in the
 
     17   next round and further decreases in tariffs,
 
     18   increases in quotas, maybe more disciplines on
 
     19   domestic agricultural subsidies worldwide.  To the
 
     20   extent that those would become our objectives and
 
     21   we'd make some progress there, do you think the net



 
     22   impact on the environment would be beneficial or
 
     23   harmful or what?
 
     24                  MR. HORNE:  Well, I think it probably
 
     25   would be beneficial.  Because I have the belief that
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      1   most American farmers want to be good stewards of
 
      2   their land.  But, you know, when you're pent up
 
      3   against the wall trying to make a living -- and if
 
      4   you look at farm bankruptcies, it's a pretty
 
      5   startling picture.  I think if farmers made a decent
 
      6   profit, they would plow that money back into
 
      7   conservation activities.  And if our USDA policies
 
      8   actually favored, you could say green payments or
 
      9   some sort of an ecological repayment, I think that
 
     10   farmers would respond very positively to that and
 
     11   our land would be protected forever.
 
     12                  But if we continue with persistent
 
     13   low returns, the farmer has to choose between his
 
     14   family, his children's education and controlling
 
     15   soil erosion, it's a difficult choice.  And it's
 
     16   going to -- I think the cheap food policy drives
 
     17   that, and it's an unfair burden that we've put on
 
     18   our farmers.
 
     19                  MR. GALVIN:  And I asked the
 
     20   question - maybe it reflects a bit of a bias on my
 
     21   part - but I remember the first time I went to



 
     22   Europe and saw the fields there, and the beautiful
 
     23   fields, beautiful farms.  But you could see those,
 
     24   you know, lines through those fields of wheat and
 
     25   barley and all that.  And I couldn't figure out what
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      1   those lines were at first until somebody told me,
 
      2   well, that's because of the regular chemical
 
      3   applications they put on their crops in the course
 
      4   of the growing season.
 
      5                  And I don't mean to be picking on the
 
      6   EU, but I think when you look at their structure of
 
      7   agriculture, and there are some things they point to
 
      8   with pride in terms of their number of farmers and,
 
      9   you know, the size of farmers and the strength of
 
     10   their rural communities and all that, but I think to
 
     11   some extent it does come at a cost.  Because I think
 
     12   it's generally recognized that their application
 
     13   rate of fertilizers, herbicides, and other chemicals
 
     14   is generally twice as high or even more as compared
 
     15   to the U.S.
 
     16                  So, you know, I think there are
 
     17   clearly some problems that are as a direct result of
 
     18   the level of domestic support that they offer, as
 
     19   well as the heavy export subsidies that they
 
     20   ultimately rely on to clear their surplus onto world
 
     21   markets.



 
     22                  MR. HORNE:  All I can conclude by
 
     23   saying is that we have to have profits in the short
 
     24   run to survive, but we must be very careful when we
 
     25   trade and look at the effects, holistically, on the
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      1   whole system of communities, farmers, and the
 
      2   American public, as well as workers in other lands
 
      3   and how they are treated.
 
      4                  Thank you very much.
 
      5                  MR. GALVIN:  Appreciate it.  Thank
 
      6   you.
 
      7                  MR. PURCELL:  Now we'll hear from
 
      8   Ward Stutz of the American Quarter Horse
 
      9   Association.
 
     10                  MR. STUTZ:  Good afternoon.  My name
 
     11   is Ward Stutz.  I'm the director of membership
 
     12   services and public policy for the American Quarter
 
     13   Horse Association.  We appreciate the opportunity to
 
     14   provide testimony about the horse industry and our
 
     15   concerns regarding the international trade of
 
     16   horses.
 
     17                  Briefly, I'd like to touch on the
 
     18   economic impact of the horse industry and some
 
     19   demographic figures for the American quarter
 
     20   horse -- American quarter horses in international
 
     21   countries.  The horse industry is a -- in the U.S.



 
     22   directly produces goods and services of 25.3 billion
 
     23   dollars and has a total impact of 112.1 billion
 
     24   dollars on the U.S. Gross Domestic Product.  There
 
     25   are more than 66,000 American quarter horses in
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      1   international countries, and that does not include
 
      2   Canada.
 
      3                  In 199 -- last year, international
 
      4   American quarter horse new foal registrations
 
      5   totaled slightly over 4,500, and transfers of
 
      6   ownership totaled nearly 7,000.  This is an
 
      7   all-breed statistic:  Last year the United States
 
      8   exported over 22,000 horses valued at 200,000 -- I'm
 
      9   sorry.  200 million dollars.
 
     10                  The international market for horses
 
     11   is very strong.  International equine events are
 
     12   becoming more popular in the United States.  With
 
     13   the introduction of reigning as an approved event
 
     14   for the United States equestrian team and hopefully
 
     15   an international event, we look to these
 
     16   competitions to increase in the United States.  This
 
     17   is a result of WTO's philosophies.  Hopefully we
 
     18   will soon see a cowboy hat in the Olympic games.
 
     19                  The horse industry strongly supports
 
     20   the scientific-based decision-making concept that
 
     21   underscores WTO's requirements.  Any movement away



 
     22   from this concept will have a detrimental impact on
 
     23   U.S. animal agriculture, particularly the horse
 
     24   industry.  Specific issues involving the
 
     25   international movement of horses and horse products,
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      1   including quarantines, imports and exports,
 
      2   regulations, etc., are being addressed very capably
 
      3   by the U.S. horse industry and the USDA.
 
      4                  Regarding export regulations of
 
      5   equine genetics and live horses, we have a couple of
 
      6   concerns.  First, horse exports are being hindered
 
      7   because international countries are placing a
 
      8   quarantine on the entire state as a result of a
 
      9   disease outbreak that is very regionalized; for
 
     10   example, vesicular stomatitis, where horses in
 
     11   northern Texas were not able to be exported because
 
     12   of positive tests for vesicular stomatitis in
 
     13   southern Texas.  The horse industry believes the
 
     14   concept of regionalization should continue to be
 
     15   pursued as set out in the Uruguay Round, and we
 
     16   entirely support USDA's approach.
 
     17                  Second is the issue of cooled and
 
     18   frozen shipped semen.  This technology offers a huge
 
     19   opportunity for both U.S. and foreign breeders;
 
     20   however, each country has their own regulations for
 
     21   cooled and frozen semen.  Cool semen must be



 
     22   inseminated within 72 hours, and in most cases it's
 
     23   logistically impossible, under current regulations,
 
     24   to get a mare inseminated in that time.  Frozen --
 
     25   many international countries also require that the
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      1   semen be collected and processed at approved export
 
      2   stations; again, making this process logistically
 
      3   difficult.  The horse industry recommends that we
 
      4   work to decrease regulations on cooled semen
 
      5   transportation.
 
      6                  Finally, we hope international
 
      7   opportunities for the horse industry can continue to
 
      8   grow, and we look forward to working with you to
 
      9   enhance trade opportunities.  Thank you for allowing
 
     10   us the opportunity to testify today.
 
     11                  MR. GALVIN:  Thanks, Ward.
 
     12   Appreciate it.  I think this is the first time in
 
     13   our hearings we've heard from the Quarter Horse
 
     14   Association, so I guess we must be in Texas.
 
     15                  MR. STUTZ:  We are headquartered in
 
     16   Amarillo.
 
     17                  MR. GALVIN:  With regard to trade and
 
     18   semen, is there any effort that you know of
 
     19   internationally to try to develop an international
 
     20   standard?  Or is there something specific that we
 
     21   can do to encourage that, like under the Codex or



 
     22   something?
 
     23                  MR. STUTZ:  I think any time we get
 
     24   together and communicate to try to standardize those
 
     25   procedures would be very helpful to our industry.
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      1   Amy Mann of the American Horse Council, she works
 
      2   really -- she works strong in that effort.  But any
 
      3   time we can improve that process, we'd certainly be
 
      4   willing to work towards that standardization.
 
      5                  MS. BOMER-LAURITSON:  I just have a
 
      6   quick question, and Tim might even know the answer
 
      7   to this.  But when you're talking about when they're
 
      8   quarantined on a regional versus a state basis, what
 
      9   is the practice now of AFAS?  Do they recognize a
 
     10   regional area or are they quarantining on a state
 
     11   basis, do you know?
 
     12                  MR. STUTZ:  Well, as far as I know,
 
     13   for example, in Albuquerque, when those horses were
 
     14   positively tested for vesicular stomatitis, they did
 
     15   set up a regional quarantine.
 
     16                  MR. GALVIN:  Okay.  And as you point
 
     17   out, I think there certainly is support in the U.S.
 
     18   for taking that -- for supporting regionalization.
 
     19   But what it always boils down to is the need to do a
 
     20   risk assessment, and that takes money.  And every
 
     21   agency is constrained in terms of how much money it



 
     22   can spend on risk assessments, and there's different
 
     23   priorities in terms of potential payoffs in the
 
     24   marketplace and that sort of thing.  But you've
 
     25   really got to have that risk assessment done so that
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      1   you can show, you know, where to draw that line
 
      2   between north and south Texas, for example, so that
 
      3   you can demonstrate to whoever you're exporting to
 
      4   that you've got a process in place for controlling
 
      5   the problem.  And that's always the riddle, getting
 
      6   that risk assessment done and then getting it
 
      7   recognized by the country that you're exporting to.
 
      8                  MR. STUTZ:  Thank you very much.
 
      9                  MR. PURCELL:  Next we'll hear from
 
     10   Marvin Shurley, the American Meat Goat Association.
 
     11                  MR. SHURLEY:  I'm Marvin Shurley, I'm
 
     12   president of the American Meat Goat Association, and
 
     13   I would like to thank this USDA-USTR panel for
 
     14   allowing us a chance to speak today.
 
     15                  We're very much a fledgling industry
 
     16   here in American agriculture, and I feel one of the
 
     17   best things possibly that the USDA could do to boost
 
     18   foreign and domestic sales of our American produced
 
     19   meats would be to implement a mandatory country of
 
     20   origin labeling on meat in the U.S., and to also
 
     21   implement a certification program identifying meat



 
     22   produced here in the U.S. as an American produced
 
     23   commodity.
 
     24                  U.S. Products of every type are
 
     25   recognized throughout the world as some of the
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      1   finest available on the market.  While manufacturers
 
      2   have the luxury of being able to stamp their
 
      3   products "Made in the U.S.A." or "Made in America"
 
      4   on the assembly line, cattle, sheep, and goat
 
      5   producers don't have this advantage.  We send our
 
      6   product out the gate as an unfinished product and it
 
      7   goes to a processor at that time.  This is why a
 
      8   USDA program certifying meats as being of American
 
      9   origin is so important to us producers.
 
     10                  The United States Department of
 
     11   Agriculture personnel and not the American producers
 
     12   themselves are the ones who are there on the lines
 
     13   with their stamps, and stamped carcasses, I feel,
 
     14   along with package labeling would help us identify
 
     15   our domestic product as having -- being American in
 
     16   origin.
 
     17                  The United States Department of
 
     18   Agriculture inspection is recognized worldwide as
 
     19   one of the most stringent protocols in place to
 
     20   ensure safe food supplies for the consumer.  These
 
     21   inspection standards, along with a program



 
     22   identifying U.S. produced beef as such, has led to
 
     23   increased beef sales in a test marketing at HEB Food
 
     24   Stores in Mexico City, Mexico locations, even though
 
     25   price per unit/pound is higher than their domestic
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      1   product.  This happened in a country that over 30
 
      2   percent of their average annual income is required
 
      3   to purchase their food for the year.  In actuality,
 
      4   it's about 34 percent of income in Mexico is
 
      5   required to purchase just their food supply for the
 
      6   year.
 
      7                  The fact that this can take place in
 
      8   a country that such a high percentage of their
 
      9   income is required to purchase their food
 
     10   demonstrates to me how readily foreign consumers
 
     11   will purchase a product of the United States of
 
     12   America when they know it is such.
 
     13                  This practice of identifying our U.S.
 
     14   meat products I truly believe will benefit all
 
     15   segments of agriculture involved in domestic
 
     16   production of slaughter stock, regardless of
 
     17   species, whether it's beef, lamb, pork, goat, or
 
     18   poultry, and, as such, has great potential for
 
     19   increasing worldwide demand for our domestic
 
     20   product.  This, in turn, I feel will lead to an
 
     21   increase in export demands and would ultimately



 
     22   benefit producers across the entire spectrum of the
 
     23   U.S. agricultural industry , whether they're
 
     24   producing feed grains or I think all aspects of it.
 
     25                  MR. GALVIN:  Thank you.  This country
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      1   of origin labeling issue is the issue that
 
      2   Commissioner Combs raised with us this morning over
 
      3   breakfast, and I can tell you I was very impressed
 
      4   to hear about her efforts in the state to try to
 
      5   encourage some sort of, you know, positive voluntary
 
      6   labeling in terms of, you know, product of the State
 
      7   of Texas and all that.  And I think it's very
 
      8   encouraging to see efforts like that, because I
 
      9   think it does allow U.S. producers, in a positive
 
     10   way, to call attention to the quality and other
 
     11   positive aspects of what they produce.
 
     12                  MS. COMBS:  I would just like to add
 
     13   that I have raised this country of origin labeling a
 
     14   lot.  I am in favor, but I do not control Congress.
 
     15   As I said at breakfast, the only thing I can do is
 
     16   suggest that we label our stuff here.  We think what
 
     17   we do in Texas is pretty fantastic, and if I can
 
     18   stick a sticker on every fruit, every vegetable,
 
     19   every piece of meat we have here, I think people in
 
     20   Texas, by showing what we have, 90 percent of them
 
     21   will buy Texas.  If I can't get the guys in



 
     22   Washington to do it, maybe we can do it with your
 
     23   help.
 
     24                  MR. SHURLEY:  We would appreciate
 
     25   that.  Our industry is largely a Texas-based
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      1   industry, but we do represent producers throughout
 
      2   the United States.  And we feel it would serve the
 
      3   American consumer to have these products identified
 
      4   as having been produced here in the United States.
 
      5   Right now, a lot of consumers are unaware when they
 
      6   buy a USDA-inspected meat that it wasn't produced
 
      7   here in the U.S.  The imported beef carcasses and
 
      8   everything else that comes in stamped
 
      9   USDA-inspected, they say USDA-inspected product in
 
     10   the grocery case and they believe it's a product of
 
     11   the United States of America.
 
     12                  MS. COMBS:  That happened with the
 
     13   lamb guys in particular.  I mean, we've got
 
     14   carcasses coming in from New Zealand or Australia
 
     15   and it's ruled with a USDA Choice Grade sticker.
 
     16                  MR. SHURLEY:  Yes.  And like I say,
 
     17   we're a fledgling industry.  We're really in our
 
     18   infancy; about six years in development is all we
 
     19   are.  Right now we aren't producing for an export
 
     20   market; most of our product is consumed
 
     21   domestically.  And we are starting to feel a little



 
     22   bit on the imports, imports in the last four years
 
     23   have risen about 83 percent, primarily from the
 
     24   countries of Australia and New Zealand.
 
     25                  And we would also like to enjoin the
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      1   panel to possibly consider introducing a quota
 
      2   system or something on imported meats at the
 
      3   upcoming negotiations.  We're one of the few
 
      4   agricultural commodities that has absolutely no
 
      5   tariff or quota for Texas in any way in the U.S.
 
      6   Trade Policy.
 
      7                  MS. BOMER-LAURITSON:  I have a
 
      8   question and a comment.  And forgive my ignorance.
 
      9   But what is the end use for meat goat?  Do you eat
 
     10   it like beef or lamb?
 
     11                  MR. SHURLEY:  It is developed into
 
     12   a -- where USDA has just come out with their IMPS,
 
     13   their Institutional Meat Purchasing Specification
 
     14   program, which will actually -- finally defines what
 
     15   specific sizes of goats are and will actually
 
     16   determine the cuts of them.  Up until this time, a
 
     17   goat was a goat whether it was this big or this big,
 
     18   and there was really no set USDA standards or
 
     19   anything to have case-ready products for the
 
     20   consumer to purchase in the grocery store.
 
     21                  Like I say, it's an industry that's



 
     22   in its development.  And that IMPS program comes out
 
     23   with a 60-day comment period, I believe the first of
 
     24   August is what it's going to be.
 
     25                  MS. BOMER-LAURITSON:  You called for
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      1   some kind of a certification program for U.S. origin
 
      2   meat.  And I think that the Agricultural Marketing
 
      3   Service does have such a program on a voluntary -- I
 
      4   believe on a voluntary basis.  But that might be
 
      5   something to pursue.  I'm not sure exactly whether
 
      6   it's applicable to all meat or is restricted, but
 
      7   that might be something to pursue.
 
      8                  MR. SHURLEY:  Yes.  Thank you.
 
      9                  MR. GALVIN:  Just to clarify one
 
     10   point, if I can.  And not that you stated otherwise,
 
     11   but in terms of imported meat, I think it should be
 
     12   made clear that all imported meat, when it's
 
     13   imported currently, is labeled that it's imported
 
     14   when it arrives in U.S. ports.  But the issue before
 
     15   Congress I think right now, and before USDA, is
 
     16   whether or not that labeling in some form should
 
     17   stay with the product all the way to the end
 
     18   consumer.  And if that imported product is packaged
 
     19   for retail sale, then it does have to maintain that
 
     20   identity as an imported product.
 
     21                  But the real debate right now over



 
     22   the labeling of imported product really has to do
 
     23   with imported, you know, bulk or similar type meat
 
     24   that comes in that is perhaps processed or, you
 
     25   know, somehow further handled before it's sold at
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      1   retail.  And that's really where the debate is
 
      2   centered right now.
 
      3                  MR. SHURLEY:  Yes.  Unfortunately -
 
      4   or I should say fortunately - goat meat won't fall
 
      5   into one of those categories.  Because there's no
 
      6   way it's ever sold at this time as a blended product
 
      7   like some of your beef products are, where you have
 
      8   products from two or three different countries that
 
      9   are blended together in batches to produce a
 
     10   consistent product.  And it's really -- it would be
 
     11   real easy to identify it through the end point of
 
     12   sale as to country of origin if the mandatory
 
     13   labeling was enacted.
 
     14                  MR. GALVIN:  Okay.  Thank you very
 
     15   much.
 
     16                  MR. SHURLEY:  Thank you-all.
 
     17                  MR. PURCELL:  Next up is Ross Wilson
 
     18   representing the Texas Cattle Feeders Association.
 
     19                  MR. WILSON:  Panelists, thank you for
 
     20   this opportunity to talk about the '99 WTO
 
     21   negotiation and its significance to cattlemen.  I'm



 
     22   Ross Wilson, vice president of the Texas Cattle
 
     23   Feeders Association, a trade organization
 
     24   representing cattle feeders in Texas, Oklahoma, and
 
     25   New Mexico.  Our members produced and marketed some
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      1   seven million head of fed cattle last year, or about
 
      2   30 percent -- in fact, in excess of 30 percent of
 
      3   the nation's fed cattle supply.
 
      4                  Cattlemen appreciate the
 
      5   initiatives -- well, you have my written testimony,
 
      6   so I'm going to abbreviate and cut to the chase and
 
      7   save some time.
 
      8                  Cattlemen appreciate the initiatives
 
      9   that have been undertaken to gain access to
 
     10   international markets and to resolve lingering
 
     11   issues that restrict the ability of the U.S. beef
 
     12   industry to offer its product to international
 
     13   consumers.
 
     14                  Among the strengths of the current
 
     15   WTO system is the well-defined process for
 
     16   initiating a dispute case and for determining the
 
     17   final ruling or settlement.  A primary weakness,
 
     18   however, of the current system is the absence of
 
     19   enforcement mechanisms to assure compliance once a
 
     20   ruling is handed down.  The integrity and validity
 
     21   of the WTO as a dispute settlement body requires



 
     22   that WTO members promptly comply with
 
     23   recommendations and rulings of the dispute
 
     24   settlement process.  The TCFA recommends the --
 
     25   excuse me.  The TCFA commends the Administration and
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      1   Congress for their aggressive actions in this regard
 
      2   and urges continued coordinated pressure to assure
 
      3   that the EU lives up to its responsibilities.  It is
 
      4   time to either shorten the WTO dispute settlement
 
      5   process or provide a mechanism that allows the
 
      6   winning party to be compensated during the time it
 
      7   takes the losing party to implement the compliance
 
      8   actions.
 
      9                  Under the current system,
 
     10   compensation or retaliation only starts when the
 
     11   entire process is completed, but the injured party
 
     12   is not reimbursed for losses incurred during or
 
     13   prior to the case.  There is no incentive for early
 
     14   settlement by a losing party because the current
 
     15   system effectively rewards stall and delay tactics.
 
     16                  As far as specifics are concerned, we
 
     17   recommend the following points during the '99
 
     18   negotiations:  First, we must maintain current
 
     19   language requiring strict use of science-based
 
     20   trading rules established in the Uruguay Round in
 
     21   the Sanitary and Phytosanitary Agreement.  This is



 
     22   critical to the continued expansion of U.S. beef
 
     23   markets -- U.S. beef exports.  As you know, the
 
     24   European Union, as recently as last week in Codex
 
     25   meetings in Rome, suggested that social and
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      1   political considerations be added to the SPS
 
      2   framework.  We think that that would lead to nothing
 
      3   more than a continual ad infinitum, ad nauseam, in
 
      4   fact, non-tariff trade barriers that we would never
 
      5   be able to resolve.
 
      6                  Second, we must protect
 
      7   scientifically approved technologies such as GMO's
 
      8   that enhance production efficiency or food safety by
 
      9   establishing transparent science-based rules.
 
     10                  Third, we must negotiate elimination
 
     11   of State Trading Entities and increase access to
 
     12   wholesale and retail trade from importing countries.
 
     13                  And fourth, we must negotiate the
 
     14   continued reduction of tariffs and the expansion of
 
     15   Tariff Rate Quotas; existing duties in key export
 
     16   markets such as Japan and Korea must be reduced
 
     17   significantly.  We appreciate the reductions that
 
     18   have taken place to this point in time; we would
 
     19   hope that those would continue aggressively.  We
 
     20   must establish a target date for reducing all these
 
     21   tariffs to zero.



 
     22                  We need enforceable global trading
 
     23   rules in place and in use that grant market access,
 
     24   settle disputes based on science, and reduce
 
     25   tariffs.  The U.S. must hold its trading partners to
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      1   commitments agreed to in previous trade agreements
 
      2   or risk losing public support for additional trade
 
      3   negotiation authority.
 
      4                  On a related note, I might add that
 
      5   we strongly support fast-track authority for the
 
      6   President, and the U.S. is -- in essence, has their
 
      7   hands tied behind their back in some of these
 
      8   negotiations that are taking place currently.  And
 
      9   that will obviously impact the WTO negotiations.
 
     10                  That completes my remarks and I'll be
 
     11   happy to answer any questions.
 
     12                  MR. GALVIN:  Thanks, Ross.  It's been
 
     13   good to see you again.
 
     14                  A couple of things.  First of all, I
 
     15   agree with many of the things you said about the
 
     16   deficiencies in the current dispute resolution
 
     17   mechanism and I think there are some areas where
 
     18   that can be improved.  I should just point out,
 
     19   though, that maybe as bad as the current system is,
 
     20   the fact is that before the WTO was set up, we
 
     21   really didn't have any dispute mechanism at all.  So



 
     22   at least I think we have made some progress in just
 
     23   finally having a place where we can, in a sense, you
 
     24   know, take our case to court and try to get things
 
     25   resolved.  But I certainly agree that oftentimes
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      1   these take too long and we ought to look at what we
 
      2   can do to improve the procedure.
 
      3                  MR. WILSON:  Tim, I hope you will see
 
      4   in my written comments that we are complimentary of
 
      5   the improvements in the process.  We supported GATT,
 
      6   we supported NAFTA; we saw improvements in beef
 
      7   trade as a result of those two negotiating processes
 
      8   that were put in place.  We just say that it's time
 
      9   to move forward and make additional improvements in
 
     10   that process.  I think you showed in your own slides
 
     11   that the U.S. market is obviously much more open
 
     12   than any of the foreign markets.  That's the point I
 
     13   wanted to make.
 
     14                  MR. GALVIN:  I appreciate that.  Just
 
     15   one specific comment on the hormone case, because I
 
     16   think that really is now coming down the wire.  As
 
     17   most people know, the WTO is scheduled to rule by
 
     18   this Monday, the 12th, and that's the deadline for
 
     19   whether or not we can go ahead with the proposed 200
 
     20   million dollars worth of retaliation that we stated
 
     21   last month.  And, you know, that really is kind of



 
     22   the final stop here.  And once that decision is
 
     23   made, the intention is to press ahead within a
 
     24   matter of days to actually put in place that
 
     25   retaliation against the Europeans.  Because in our
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      1   view, you know, time has run out, everybody's
 
      2   patience is completely worn out, and it is time to
 
      3   really impose retaliation.  So that's really where
 
      4   we're at now on that.
 
      5                  MR. WILSON:  Well, and we anticipate
 
      6   a positive decision by the WTO arbitrator and we
 
      7   appreciate that.  And we appreciate all the effort
 
      8   that has been expended by the Administration and
 
      9   Congress to get to that point.  All we would say is
 
     10   it took too long.
 
     11                  MR. GALVIN:  Right.  I understand.
 
     12   One final question, if I can.  As you may know,
 
     13   within the last several weeks the European Union has
 
     14   made clear that one of their key objectives for the
 
     15   next round is animal welfare.  They want to see
 
     16   animal welfare standards put in the WTO.  Do you
 
     17   have any early thoughts on that?
 
     18                  MR. WILSON:  We would be opposed to
 
     19   those.  We think that American producers are doing
 
     20   an outstanding job of taking care of their
 
     21   livestock, and will continue to do that.  And as



 
     22   science develops new production techniques, that we
 
     23   will continue to adopt those, not only from a
 
     24   production efficiency point of view, but also an
 
     25   animal comfort, welfare, whatever you want to call
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      1   it point of view.  But to allow the Europeans to
 
      2   dictate what those need to be would be a serious
 
      3   mistake on the part of the United States.
 
      4                  MS. BOMER-LAURITSON:  I'd just like
 
      5   to add two comments, and one is on the dispute
 
      6   settlement.  I think we're all frustrated,
 
      7   particularly on the part of the EU.  But I would
 
      8   like to point out that the time frames established
 
      9   in the Uruguay Round for when a final appeal is
 
     10   decided and implementation was largely at the
 
     11   request of the United States because of our concern
 
     12   about our ability to enact measures through the U.S.
 
     13   Congress in any kind of timely fashion.  So as we
 
     14   talk about that, we have to be aware of some of the
 
     15   restraints that we face should we ever have to make
 
     16   changes.
 
     17                  The other comment I would like to
 
     18   make is on the fast-track authority.  And, you know,
 
     19   going into the negotiating round and previous
 
     20   negotiating rounds, the President has never had
 
     21   fast-track authority.  So we don't see that as tying



 
     22   our hands, at least in the initial phases.
 
     23   Obviously, it will become critical to have that as
 
     24   we get into the negotiations a little bit further,
 
     25   because other countries may be reluctant to start
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      1   cutting deals with us if they think they're going to
 
      2   also have to negotiate with 535 members of
 
      3   Congress.  But I would say going into and leading up
 
      4   to Seattle and probably even the first year of
 
      5   negotiations, we think we can do a credible
 
      6   negotiating job.
 
      7                  MR. WILSON:  We just think it's
 
      8   another important tool that you need to have.
 
      9                  MR. GALVIN:  And not to pick on the
 
     10   EU again, but, you know, they are the only ones that
 
     11   have drug their feet on these different dispute
 
     12   resolution cases.  Everybody else, from the U.S.,
 
     13   when we've lost a case, to Japan, you know, others,
 
     14   they've all played by the rules and they've not drug
 
     15   it out.  So if there's been one offender, I think
 
     16   it's really pretty clear.
 
     17                  MR. WILSON:  Our fear would be is
 
     18   that other countries might learn from their
 
     19   actions.  So we just need to try to address some of
 
     20   those weaknesses.  Thank you.
 
     21                  MR. PURCELL:  Okay.  Next we'll hear



 
     22   from Mike Jernigan, the Texas Sheep and Goat Raisers
 
     23   Association.
 
     24                  MR. JERNIGAN:  I also want to thank
 
     25   the panel for allowing us to come before you today
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      1   and put in some of the issues that face the sheep
 
      2   industry.  My name is Mike Jernigan.  I'm a rancher;
 
      3   I depend 100 percent totally on my income from sheep
 
      4   and goats.  I ranch in Pecos County, Texas, which is
 
      5   far West Texas right, oh, averages somewhere around
 
      6   eight to 12 inches of rainfall a year.  So we have
 
      7   to have a lot of country to manage and to control.
 
      8   And it takes a lot of work.
 
      9                  I, next week, will go in as the
 
     10   president of the Texas Sheep and Goat Raisers.  Our
 
     11   organization has been around for a large number of
 
     12   years beginning in the early 1900s.  We represent
 
     13   over 2,000 sheep and goat raisers across Texas.
 
     14   Basically, our sheep and goat raising areas begin
 
     15   with the Hill Country through Edwards Plateau all
 
     16   the way out to somewhat west of Fort Stockton.  So
 
     17   we cover a large and varied area of Texas and we
 
     18   have lots of producers, and most of those producers
 
     19   have been in dire times in the last few years.
 
     20                  Most of you probably know that the
 
     21   U.S. sheep industry recently filed a Section 201



 
     22   trade case petition under the rules of the GATT
 
     23   trade agreements against lamb imports from Australia
 
     24   and New Zealand.  This 201 petition was very
 
     25   time-consuming and expensive.  U.S. sheep producers
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      1   paid totally 100 percent the expense of this
 
      2   trade -- the trade case, and we felt like it was
 
      3   long and expensive.  And here we are and we still
 
      4   don't know whether we're going to get anything out
 
      5   of it.  The International Trade Commission validated
 
      6   our domestic industry's case and unanimously agreed
 
      7   that four full years of trade restrictions should be
 
      8   recommended to the President for implementation.
 
      9                  The goal of our U.S. sheep industry
 
     10   was to stabilize and strengthen our U.S. lamb market
 
     11   and to restore the confidence and optimism needed
 
     12   for further investment in the business to occur.
 
     13   Current levels of lamb imports have thrown the U.S.
 
     14   prices below production costs.  In the past four
 
     15   years, imported lamb has increased 71 percent, with
 
     16   95 percent of those imported lambs coming from
 
     17   Australia and New Zealand.  Newly released
 
     18   information that was -- on research that was done by
 
     19   the U.S. House Agricultural Committee show that
 
     20   imported goat meat has increased over 83 percent
 
     21   during the same period.  This goat meat was valued



 
     22   at somewhere over -- a little over 10 and a half
 
     23   million dollars.  Since the meat goat industry is a
 
     24   relatively new and growing industry in Texas, as
 
     25   Marvin told you while ago, these import levels are
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      1   stifling to its growth.
 
      2                  Reports from Australia and New
 
      3   Zealand are projecting growth of lamb and goat
 
      4   imports to as much as double these levels in the
 
      5   next few years.  In the 201 petition, our lamb
 
      6   industry proved damage and the threat of increased
 
      7   import levels would compound our losses.  President
 
      8   Clinton has made no attempt to -- or has put off
 
      9   making a decision on whether to implement some type
 
     10   of tariff or quota or some other programs for us.  I
 
     11   believe that pressure from the key government
 
     12   officials from Australia and New Zealand have caused
 
     13   him to back up and delay a decision further.
 
     14                  In the event that the President will
 
     15   back the U.S. lamb industry with a tariff or a
 
     16   quota, threats from Australia and New Zealand have
 
     17   said that these trade restrictions will drastically
 
     18   affect your meeting with the WTO in November.  And
 
     19   although I don't believe these are idle threats,
 
     20   it's very disheartening to us as producers for the
 
     21   President and our trade policies to be more



 
     22   responsible -- responsive to pressure from foreign
 
     23   governments than they are to our own citizens and
 
     24   producers.
 
     25                  Opponents to the U.S. lamb industry's
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      1   plead for help on these imports has said that U.S.
 
      2   producers must tighten their belts and become more
 
      3   competitive and produce a product more desirable to
 
      4   consumer needs and wants, and I agree with these
 
      5   statements 100 percent.
 
      6                  In 1996, U.S. producers received
 
      7   their last incentive checks, incentive payments, and
 
      8   in many industries, this -- in many instances, this
 
      9   industry support accounted for 30 to 40 percent of
 
     10   the producers' income.  At this point, producers who
 
     11   are still in business have already cut their
 
     12   operations to the bone.
 
     13                  How can we become more competitive?
 
     14   This is the area where we need the help.  With our
 
     15   loss of the wool incentive support, we also lost
 
     16   most of the funding for our national organization.
 
     17   These funds that were lost were used for product
 
     18   promotion, research, and market development.  This
 
     19   national organization gave us the strength to fight
 
     20   off most major import thrusts prior to 1995 through
 
     21   promotion of American lamb.  Loss of these promotion



 
     22   dollars weakened our industry and opened us up to
 
     23   market losses to imported lamb.  The Australians and
 
     24   New Zealanders were astute enough businessmen to
 
     25   recognize this weakness and move in.
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      1                  If the imports were coming in under a
 
      2   fair trade policy rather than open door free trade,
 
      3   we could compete and I believe we could win.
 
      4   Imports flood our markets, with 80 percent of these
 
      5   imports being sold at 20 to 40 percent below the
 
      6   price of American lamb.  There's several reasons for
 
      7   their lamb to be cheaper, but the main reason is the
 
      8   currency exchange rate of the U.S. dollar against
 
      9   the Australian and New Zealand currencies.
 
     10                  We in the sheep industry have fought
 
     11   the currency differences with wool for many years,
 
     12   and perhaps that was one of the reasons why we had
 
     13   the incentive program.  But it was funded through
 
     14   money that was tariff on wool coming into the United
 
     15   States.  Only in the last couple of years has this
 
     16   begun to affect our lamb industry in the same way.
 
     17   The strong U.S. dollar versus the weaker Australian
 
     18   dollar makes the import lamb more attractive because
 
     19   it gives U.S. retailers more buying power.
 
     20                  I want to raise the issue that
 
     21   currency differences should be addressed when the



 
     22   WTO negotiations take place.  This would place
 
     23   American and foreign imports on more equal levels
 
     24   and promote a fair trade agreement.
 
     25                  The U.S. has the natural resources to
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      1   generate the wealth we need for a continued healthy
 
      2   economy, but we must protect our production
 
      3   capabilities and our producers.  I believe our
 
      4   greatest natural resource is agriculture.  If we
 
      5   continue to allow agriculture and segments of
 
      6   agriculture to lose money, we as a nation will be in
 
      7   deep trouble.  If we ever lose the ability to feed
 
      8   and clothe ourselves, we will truly be at the mercy
 
      9   of the rest of the world.
 
     10                  Thank you.  Any questions?
 
     11                  MR. GALVIN:  Thank you, Mike.  A bit
 
     12   of good news, and, of course, it was a little late
 
     13   in coming.  But the President did announce yesterday
 
     14   his decision on quotas and import duties for lamb,
 
     15   and we've got copies of that decision here if you'd
 
     16   like a copy, as well as anybody else.
 
     17                  MR. JERNIGAN:  Good.  Sure, I'd love
 
     18   a copy.  I guess that's one of the problems with
 
     19   living so far out.
 
     20                  MR. GALVIN:  Two extra ones there,
 
     21   too, for anybody else.



 
     22                  Any questions?  Thank you very much.
 
     23                  MR. JERNIGAN:  Thank you.
 
     24                  MR. PURCELL:  Next up is Larry
 
     25   Gibson, the Dairy Farmers of America.
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      1                  MR. GIBSON:  Good afternoon.  I'm
 
      2   Larry Gibson, dairy producer from Texas.  We milk
 
      3   about 400 cows.  I'm also a corporate director for
 
      4   the Dairy Farmers of America, which is, at the
 
      5   present time, the largest dairy co-op in America,
 
      6   about 20,000 members.  DFA also is a member of the
 
      7   National Milk Producers Federation and the U.S.
 
      8   Dairy Export Council, and in the area of trade
 
      9   policy, we work especially closely with those two.
 
     10   I'm pleased to appear today before you to discuss
 
     11   the upcoming multilateral negotiations in the WTO.
 
     12                  Let me start by underlining the
 
     13   importance of the U.S. dairy industry in U.S.
 
     14   agriculture and the economy as a whole.  Dairy is
 
     15   the second largest agricultural commodity sector in
 
     16   the United States; it generates farm incomes in
 
     17   excess of 20 billion dollars a year and retail
 
     18   expenditures of about 70 billion dollars a year.
 
     19   Despite its domestic size, our dairy industry is a
 
     20   relative newcomer to international trade, yet our
 
     21   export share has been growing in recent years.  One



 
     22   of the primary reasons for U.S. dairy's slow and
 
     23   difficult emergence internationally has been the
 
     24   fact that dairy is one of the world's most protected
 
     25   and subsidized industries.
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      1                  For example, the European Union,
 
      2   Canada, and Japan - some of the most important dairy
 
      3   markets - are, under their WTO commitments to impose
 
      4   tariffs -- are able to impose tariffs at rates of
 
      5   100, 300, 500 percent, compared to less than 100
 
      6   percent here in the U.S.  This is just a small
 
      7   sample of the huge disparity between the U.S. and
 
      8   its major trading partners.
 
      9                  No one disagrees with the
 
     10   achievements of the Uruguay Round Agreement on
 
     11   Agriculture.  Nevertheless, the Uruguay Round
 
     12   ultimately amounts to just a starting point of a
 
     13   long process for agricultural trade liberalization,
 
     14   especially in dairy.  As stated before, the Uruguay
 
     15   Round left many major trade barriers in place,
 
     16   effectively erected certain new barriers, and
 
     17   resulted in a very skewed trading environment.
 
     18                  I can't stress enough to the
 
     19   Administration that U.S. dairy producers' support of
 
     20   next round of WTO multilateral negotiations is
 
     21   conditional, is conditional on whether these



 
     22   disparities are addressed.  We're aware that the
 
     23   U.S. dairy industry has much to gain from successful
 
     24   negotiations, but it could lose its future growth
 
     25   capacity if an incomplete or poorly balanced
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      1   agreement results.
 
      2                  The elimination of export subsidies
 
      3   is categorically the first and utmost priority for
 
      4   dairy farmers in America.  We strongly believe that
 
      5   it should also be the U.S. priority for the upcoming
 
      6   WTO negotiations.  With no significant progress in
 
      7   reducing and/or eliminating export subsidies, U.S.
 
      8   dairy farmers would not be able to support
 
      9   negotiations on market access, domestic support, or
 
     10   any other sector.
 
     11                  If the next round doesn't come away
 
     12   with export subsidies -- does away with export
 
     13   subsidies, then and only then would U.S. dairy
 
     14   producers support working with negotiators in
 
     15   creating real access through meaningful reduction of
 
     16   ordinary tariffs and harmonization of in and out
 
     17   quota tariffs.  We would also seek the absolute
 
     18   elimination of all remaining non-tariff measures.
 
     19                  I'd like briefly to go over some of
 
     20   the important issues and recommendations we wish you
 
     21   to pay attention to during the upcoming



 
     22   negotiations.  Number one, all remaining use of
 
     23   dairy export subsidies must be eliminated by a
 
     24   certain date, within no more than five years.  Less
 
     25   is preferable.
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      1                  European export subsidies are
 
      2   indisputably the primary factor that keeps world
 
      3   dairy prices depressed below domestic prices and
 
      4   prevent the expansion of sustainable, commercial
 
      5   U.S. dairy exports.
 
      6                  We would also caution the
 
      7   Administration about circumvention of export subsidy
 
      8   commitments.  Agriculture, and in particular my
 
      9   industry, cannot afford the time nor the resources
 
     10   to bring other countries into compliance.  We must
 
     11   strengthen the current rules to prevent other
 
     12   countries from circumventing their commitments
 
     13   following the elimination of export subsidies in the
 
     14   next round.
 
     15                  Number two, tariff inequities must be
 
     16   addressed prior to making any further multilateral
 
     17   tariff reductions or other market access
 
     18   liberalization.  When the Uruguay Round was
 
     19   deadlocked, we, the dairy industry, made several
 
     20   concessions so that an agreement could be reached.
 
     21   We feel that we've opened our markets more than any



 
     22   other OECD member has.  For instance, except for
 
     23   over-quota tariffs on dairy products, tariff levels
 
     24   in the United States are generally low.  It is
 
     25   unacceptable that ordinary tariffs average over 30
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      1   percent in many countries, while in the U.S. they
 
      2   are insignificant.  With respect to over-quota
 
      3   tariffs, Canada, the European Union, Japan, and
 
      4   others maintain tariffs that range from 100 to 500
 
      5   percent for such basic dairy products as butter,
 
      6   milk powder, and cheese in.  Over-quota tariffs on
 
      7   these same dairy products range from 50 to 100
 
      8   percent in the U.S.
 
      9                  Given this situation, dairy farmers
 
     10   believe that over-quota tariffs on dairy products
 
     11   subject to TRQ's must be harmonized in the next WTO
 
     12   negotiations through immediate reduction to some
 
     13   maximum bound level prior to making any further
 
     14   reductions.  Ordinary dairy tariffs should similarly
 
     15   be reduced and bound immediately at some lower level
 
     16   that would provide the U.S. with reciprocal market
 
     17   access in other countries.
 
     18                  Once again, U.S. dairy farmers cannot
 
     19   accept further revisions to market access lacking a
 
     20   commitment to eliminate export subsidies; neither
 
     21   can dairy farmers support changes to current tariffs



 
     22   that would allow new access to U.S. markets while
 
     23   reducing only the unnecessarily excessive portion of
 
     24   extreme tariffs elsewhere, thus providing no new
 
     25   U.S. export access.
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      1                  Point number three, seek greater
 
      2   disciplines on domestic supports while ensuring that
 
      3   EU supports do not significantly exceed that in the
 
      4   United States.  Overly generous domestic support
 
      5   programs have created continued dairy surpluses in
 
      6   the EU and Canada, which then drive the continued
 
      7   heavy use of export subsidies and/or circumvention
 
      8   of formal subsidy commitments.
 
      9                  We support the U.S. government
 
     10   position to tighten the rules on domestic support to
 
     11   ensure that such programs do not encourage excess
 
     12   production that distorts trade; however, we strongly
 
     13   believe that disarmament cannot be unilateral and we
 
     14   cannot afford to leave dairy farmers at the mercy of
 
     15   European government outlays.
 
     16                  Number four, improve the
 
     17   transparencies of both export and import State
 
     18   Trading Enterprises and impose disciplines on the
 
     19   trade-distorting effects of STE's, like we've
 
     20   mentioned several times today.  We U.S. dairy
 
     21   farmers are very concerned with the ability of



 
     22   single-desk sellers, government or private, to price
 
     23   discriminate, keep their transactions
 
     24   nontransparent, transfer the final risk -- or the
 
     25   financial risk to farmers and/or to government.
 
 
                    ACCURATE COURT REPORTING SERVICES
         AUSTIN (512) 926-6858   ***   SAN ANTONIO (210) 558-9484
 



                                                             194
 
 
 
      1   Similarly, the import single-desk buyers, including
 
      2   STE's, can provide de facto barriers to imports
 
      3   through such devices as restrictive licensing
 
      4   requirements and markups.
 
      5                  Dairy farmers favor negotiation on
 
      6   new commitments that would require increased
 
      7   transparency in operations of both import and export
 
      8   STE's, as well as disciplines on the activities of
 
      9   STE's that truly distort trade.
 
     10                  Number five, the WTO-SPS agreement
 
     11   should not be renegotiated.  We strongly support
 
     12   maintaining intact the current WTO agreement on the
 
     13   Application of Sanitary and Phytosanitary Measures.
 
     14   The agreement currently requires all such measures
 
     15   to be based solely on sound science.
 
     16                  Number six, scope and timing of the
 
     17   negotiations.  The U.S. dairy industry strongly
 
     18   encourages the termination of the new round of
 
     19   negotiations in no more than three years.  Finishing
 
     20   negotiations by 2002 would allow countries to make
 
     21   necessary internal changes to accommodate the new



 
     22   agreement.  We strongly support renewal as soon as
 
     23   possible of the fast-track negotiating authority to
 
     24   achieve a timely outcome that further reduces
 
     25   distortions to international dairy and agricultural
 
 
                    ACCURATE COURT REPORTING SERVICES
         AUSTIN (512) 926-6858   ***   SAN ANTONIO (210) 558-9484
 



                                                             195
 
 
 
      1   trade.
 
      2                  Finally, let me reiterate that U.S.
 
      3   dairy farmers are prepared to do their part to
 
      4   accomplish further trade liberalization in world
 
      5   dairy trade; however, we dairy farmers are adamant
 
      6   about what our priorities should be.  First and
 
      7   foremost, eliminate export subsidies.  Second,
 
      8   successful agreement on export subsidies.  We would
 
      9   engage in negotiations on market access that first
 
     10   levels the playing field between the U.S. and the
 
     11   EU, Canada, Japan, and others.
 
     12                  The next round will not be an easy
 
     13   task.  In fact, it will require from the U.S.
 
     14   government energetic and forceful leadership to
 
     15   bring a consensus while defending U.S. interests.
 
     16                  Thanks very much for the opportunity
 
     17   to testify.
 
     18                  MR. GALVIN:  Larry, thank you.  Any
 
     19   questions?
 
     20                  MS. BOMER-LAURITSON:  Yeah, I have a
 
     21   question.  You identified in your list elimination



 
     22   of non-tariff measures.  And I was wondering if you
 
     23   have any specific examples of what some of those
 
     24   might be.  I wasn't sure whether you included the
 
     25   STE issue under that category or if there are
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      1   additional technical types of barriers that are
 
      2   facing dairy exports.
 
      3                  MR. GIBSON:  If it would be possible,
 
      4   I would like to have that list compiled and sent to
 
      5   you attached to this.
 
      6                  MS. BOMER-LAURITSON:  I would welcome
 
      7   that.  I would welcome that.
 
      8                  MR. GIBSON:  I know -- I know I
 
      9   really should take the time to run that by National
 
     10   Milk and DIP just to see if they have anything they
 
     11   want to add into there.  But if that would be
 
     12   agreeable?
 
     13                  MS. BOMER-LAURITSON:  That will be
 
     14   fine.  Thank you.
 
     15                  MR. GIBSON:  Okay.
 
     16                  MR. GALVIN:  I think you're right
 
     17   that we have made some progress, but there's an
 
     18   awful lot of work yet that remains to be done.  I
 
     19   will say, though, from my standpoint, I think one of
 
     20   the most concrete examples I've seen in the last
 
     21   couple of years of where these trade agreements have



 
     22   worked as intended is in the fact that we've had the
 
     23   Cheese Importers Association come to us pleading
 
     24   that we take the unused cheese import quota from the
 
     25   European Union and reallocate it for other countries
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      1   so that more cheese can come in here.  And I think
 
      2   that the fact that the EU's cheese quota with us is
 
      3   going unused is a real reflection on the fact that
 
      4   the disciplines now in place, the export subsidy
 
      5   disciplines on the Europeans, are really starting to
 
      6   bite so they don't have the room under their WTO
 
      7   discipline to export as much cheese for us.  So as a
 
      8   consequence, the importers could not get their hands
 
      9   on as much cheese as they used to be able to.
 
     10                  And by the way, we have not taken
 
     11   that unused quota and reallocated it to other
 
     12   countries.  So basically we've seen a decrease in
 
     13   cheese imports as a result, and that is, I think,
 
     14   you know, how the agreement --
 
     15                  MR. GIBSON:  That's a positive thing.
 
     16                  MR. GALVIN:  -- was intended to
 
     17   work.  And we've also seen -- because of that same
 
     18   development, we've seen cases now where increased
 
     19   investment has occurred in the U.S. to produce more
 
     20   European style cheeses here in the U.S. from U.S.
 
     21   milk.  And again, I think that's all been very



 
     22   positive.
 
     23                  MR. GIBSON:  I agree.  Thanks.
 
     24                  MR. GALVIN:  Thank you.
 
     25                  MR. PURCELL:  Okay.  Next up will be
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      1   Amy Raines representing the American Ostrich
 
      2   Association.
 
      3                  MS. RAINES:  I'm Dr. Amy Raines with
 
      4   the American Ostrich Association.  I'm also a
 
      5   veterinarian in Oklahoma.  The purpose of my
 
      6   presentation today is simply to educate the
 
      7   community about the U.S. ostrich industry and its
 
      8   reliance on foreign trade.
 
      9                  The ostrich industry in America began
 
     10   in the late 1980s, and the American Ostrich
 
     11   Association was founded in 1988 by ostrich producers
 
     12   in Texas and Oklahoma.  The association currently
 
     13   represents producers, processors, and supporting
 
     14   industries across the United States and nine foreign
 
     15   countries.  While there are other ostrich
 
     16   organizations in the world, including the
 
     17   International Ostrich Association and the South
 
     18   African Ostrich Association, the world looks to the
 
     19   American Ostrich Association for information and
 
     20   guidance.
 
     21                  Ostriches in this country have been



 
     22   processed under USDA voluntary inspection since
 
     23   1995.  Each bird produces an average of 65 to 70
 
     24   pounds of boneless red meat and a 12 to 14 square
 
     25   foot hide.  Estimated numbers, including USDA
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      1   inspection and state-inspected birds and those not
 
      2   processed for resale, in 1995 were about 15,000
 
      3   birds; in '96, 30,000; in '97, 100,000; and in 1998,
 
      4   160,000.  We are a young and growing industry.
 
      5                  In 1998 there was an estimated 450 to
 
      6   500 thousand birds in the United States owned by
 
      7   3,500 to 4,000 producers across the country.  Most
 
      8   of our ostrich producers are small family farms with
 
      9   an average of about 10 hens.  While producer numbers
 
     10   have declined in the last year, the overall
 
     11   production potential has not declined.  We are the
 
     12   most efficient country in raising ostrich, including
 
     13   South Africa.
 
     14                  Also in 1998, an estimated 85 percent
 
     15   of all of our U.S.-produced ostrich products (meat
 
     16   and leather) were exported to countries in Europe,
 
     17   South and Central America, and the Pacific Rim.
 
     18   Recently there has been correspondence with Pacific
 
     19   Rim countries specifically requesting American
 
     20   ostrich meat.  Breeding stock in the form of adult
 
     21   birds, chicks, and hatching eggs also continue to be



 
     22   exported as these countries try and develop their
 
     23   market.
 
     24                  Issues that have affected the U.S.
 
     25   ostrich industry in the past include importation of
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      1   large volumes of foreign hides, primarily from South
 
      2   Africa, causing a decline in prices of our domestic
 
      3   hides.  I've seen several ostrich boots here in the
 
      4   room at lunchtime, and I venture to guess that none
 
      5   of those boots were made with domestic hides.  In
 
      6   1996, American ostrich producers were getting
 
      7   between 300 and 400 dollars for their green hides,
 
      8   and in May of 1999 we were getting 80 dollars for
 
      9   that same green hide.  Our feed costs have
 
     10   maintained to be about 125 to 150 dollars per bird.
 
     11   Traditionally, U.S. hides have been considered
 
     12   inferior to South African hides, yet today South
 
     13   African tanners are currently soliciting green hides
 
     14   from American producers.
 
     15                  The American ostrich industry is
 
     16   uniquely positioned in the world market, in that
 
     17   U.S. farms are free from some of the diseases
 
     18   affecting ostrich production in other countries such
 
     19   as New Castle's Disease, salmonella, and Caribbean
 
     20   and Congo fever.  The U.S. ostrich industry offers a
 
     21   red meat that is free from the use of hormones,



 
     22   antibiotics, and other growth promoters in its
 
     23   production.  With today's growing concern, whether
 
     24   valid or not, about chemical manipulations of
 
     25   livestock as a food source, American ostrich
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      1   producers offer a clean, healthy, chemical-free red
 
      2   meat.
 
      3                  As a young and growing industry,
 
      4   foreign market access is important to us.  Speaking
 
      5   as an ostrich producer, a veterinarian, and a mother
 
      6   of a future ostrich producer, I encourage this
 
      7   committee to consider American ostrich products in
 
      8   their negotiations.  Thank you.  Are there any
 
      9   questions?
 
     10                  MR. ACETO:  I'm just curious as to
 
     11   what your major export markets are, what kind of
 
     12   trade regimes you're facing there.  Is this
 
     13   something that's generally subject to tariffs or
 
     14   quota, low tariffs, high tariffs?
 
     15                  MS. RAINES:  The export -- U.S.
 
     16   exporters pay a fee to the Fish and Wildlife
 
     17   Department, because our birds are considered an
 
     18   exotic species.  And we're trying to make those
 
     19   changes.  Most of our meat goes to Europe and the
 
     20   Pacific Rim; a lot of our hides have gone to Mexico
 
     21   and the Pacific Rim and Italy.  We've been affected



 
     22   by the Mexican regulations concerning their
 
     23   influenza control measures, where they have stopped
 
     24   the importation of hides, which have -- there's no
 
     25   way that an ostrich hide that's been chemically
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      1   treated can transmit influenza, and yet, because
 
      2   we're considered poultry, we were affected by that
 
      3   regulation.
 
      4                  Some countries are unable to import
 
      5   ostrich products from the U.S. because their
 
      6   policymakers consider us to be an exotic species,
 
      7   and yet all ostrich in the United States are
 
      8   domestically raised on farms.  And so we need some
 
      9   assistance to educate the foreign governments that
 
     10   we're farm-raised.
 
     11                  MR. GALVIN:  I'm sorry, Dr. Raines.
 
     12   You said that you have to pay a fee to --
 
     13                  MS. RAINES:  Yes.  We have to pay --
 
     14   because we have to record the birds and eggs and
 
     15   meat, anything that's ostrich related products, we
 
     16   have to report what we're exporting.  And there's a
 
     17   fee associated with that.  I'm not sure what that
 
     18   fee is.
 
     19                  MR. GALVIN:  Okay.  I would be
 
     20   curious in learning more about that, like how
 
     21   prohibitive, or if it is prohibitive.  If you've got



 
     22   any information on --
 
     23                  MS. RAINES:  I can get that to you.
 
     24                  MR. GALVIN:  Thank you.  And I'm
 
     25   unclear just where the imported ostrich skin is
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      1   produced.
 
      2                  MS. RAINES:  This is not an imported
 
      3   skin.
 
      4                  MR. GALVIN:  No.  But the import that
 
      5   you were talking about.
 
      6                  MS. RAINES:  They're coming from
 
      7   South Africa and Israel.
 
      8                  MR. GALVIN:  But yet South Africa is
 
      9   buying the --
 
     10                  MS. RAINES:  Currently.  Right.  In
 
     11   the past, in 1996, '97, they imported a large volume
 
     12   of hides that basically dumped a large volume of
 
     13   hides onto the U.S. market, causing a decrease in
 
     14   the domestic hide value.  They were also claiming
 
     15   that American hides were of less value and less
 
     16   quality, therefore they weren't worth as much.  And
 
     17   yet today, in today's market, they are calling us
 
     18   requesting hides.
 
     19                  MR. GALVIN:  Are they currently
 
     20   sending us hides too or no?
 
     21                  MS. RAINES:  There are some -- there



 
     22   are some hides that are being imported from South
 
     23   Africa.  The bootmakers traditionally have relied on
 
     24   South African hides.  And it's hard to -- for us to
 
     25   re-educate them as to getting U.S. hides.  We'd like
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      1   to see them buying U.S. hides.
 
      2                  MR. GALVIN:  Are they tanned hides?
 
      3                  MS. RAINES:  Tanned -- some are green
 
      4   and some are tanned.
 
      5                  MS. COMBS:  I've got a question.  Do
 
      6   you know where most of the hides are being tanned
 
      7   and processed?
 
      8                  MS. RAINES:  Until the regulations in
 
      9   Mexico, most of the hides were going to Mexico to be
 
     10   tanned, and they were coming back into the U.S. or
 
     11   being exported to other countries.  We have a good
 
     12   tanner in New York, there was a good tanner in
 
     13   Louisiana that was doing ostrich and alligator.  And
 
     14   that's one of the problems our industry has is that
 
     15   there's just not enough U.S. tanneries to support
 
     16   the industry here in the U.S.
 
     17                  MS. COMBS:  So basically most are
 
     18   being tanned offshore?
 
     19                  MS. RAINES:  Yes.  In Mexico.  Or had
 
     20   been, until recently.
 
     21                  MR. GALVIN:  And now what's



 
     22   happening?  You just ship them all green to South
 
     23   Africa?
 
     24                  MS. RAINES:  Now they get shipped
 
     25   green or they go to the tanner in New York, or
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      1   people are trying to find other tanners around the
 
      2   country.  There's a tannery that's up and coming in
 
      3   Iowa that's doing a really good job with ostrich
 
      4   hides.  They seem to be a little bit more difficult
 
      5   to do than your traditional cow hide or smooth
 
      6   hide.
 
      7                  MR. GALVIN:  Thank you very much.
 
      8                  MR. PURCELL:  Next we'll hear from
 
      9   Harold Smith.
 
     10                  MR. SMITH:  I want to thank Susan
 
     11   Combs for making this meeting possible, and
 
     12   certainly glad to be part of it.
 
     13                  One thing is what I'm interested in,
 
     14   and that's the balance of trade, balance of trade.
 
     15   We need to sell as much as we buy.  We need to
 
     16   balance that trade.  It's impossible to have a
 
     17   surplus in the United States and a shortage in most
 
     18   of the world.
 
     19                  Thank you for letting me come and
 
     20   share this with you.
 
     21                  MR. GALVIN:  Thank you.



 
     22                  MR. PURCELL:  Next we'll hear from
 
     23   Randy Allen of RWA Financial Services.
 
     24                  MR. ALLEN:  Just to introduce this,
 
     25   new crop corn and soybeans again today hit new
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      1   contract lows.
 
      2                  I would like to thank the USDA, the
 
      3   USTR, and the World Trading Organization,
 
      4   Commissioner Susan Combs and the Texas Department of
 
      5   Agriculture for allowing me my allotted time here
 
      6   today.
 
      7                  Farm agriculture is changing as
 
      8   quickly as Austin's computer industry, yet there are
 
      9   fewer solutions to agriculture's complex puzzle.
 
     10   U.S. farm bills of the past have not been in the
 
     11   least effective.  We certainly know now, and should
 
     12   I say again, that commodity supply management does
 
     13   not work.  Paying U.S. farmers not to produce while
 
     14   trying to entertain a Diluted Conservation Program,
 
     15   CRP, has still yielded the same all-too-familiar
 
     16   problems we face today; that is, heavy commodity
 
     17   supplies and low farm prices.
 
     18                  At the heart of this dilemma are two
 
     19   root problems, and I hope everyone gives me the
 
     20   space to listen.  Agricultural production,
 
     21   information, and computerization technologies are



 
     22   not unique to the United States.  Advanced ag
 
     23   technologies are being utilized in many other
 
     24   nations; for example, Delta Land and Pine companies
 
     25   sell their Bt cotton strains to China as well as
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      1   U.S. farmers.  This has changed something that the
 
      2   American producer has always been proud of, being
 
      3   the best in the world.  But that's not true
 
      4   anymore.
 
      5                  Number two, throwing taxpayer money
 
      6   at U.S. farmers has not worked.  Farm subsidies have
 
      7   not changed the heart of the producer.  Past farm
 
      8   bills should have been named something other than
 
      9   farm bills, and maybe we should call them what they
 
     10   really are, such as the Freedom to Farm Welfare
 
     11   Program, as it's turned out to be.
 
     12                  What I mean is this:  When high
 
     13   commodity prices are present, producers hold out or
 
     14   gamble for yet higher prices.  Then, when the price
 
     15   collapses, the taxpayer kicks in a few more billion
 
     16   dollars.  It's like Las Vegas providing more chips
 
     17   to a gamblaholic when he runs out just to keep him
 
     18   in the game.  And what does this have to do with
 
     19   establishing a sound export program for the future?
 
     20   I think it has everything to do with it.  Here are
 
     21   my ideas to make farm policies incentive policies:



 
     22   Promote demand, and shore up, if you will, domestic
 
     23   farm production.
 
     24                  First, the United States needs to
 
     25   quit playing the free market game.  Freer global
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      1   markets should remain our objective, but we must
 
      2   quit pretending that we're free and that everyone
 
      3   else is not.  We should admit up front that our
 
      4   agriculture industry is as subsidized as everyone
 
      5   else's.  Bailing out U.S. farmers nearly every other
 
      6   year is no different than Canada's socialized Wheat
 
      7   Board subsidies.
 
      8                  Secondly, farm programs should be
 
      9   disaster-oriented, exports-based only, having
 
     10   nothing to do with the commodity price being
 
     11   magically intertwined.  If there are incentives
 
     12   within these kinds of policies, then they should be
 
     13   destined or designed for young beginning farmers.
 
     14   If future ag policies ignore price, this will, in
 
     15   turn, establish a freer market as far as supply
 
     16   intervention goes.  Price subsidies should be
 
     17   erased.  Price levels cannot be the presupposition
 
     18   to an ag policy.  It can still be said U.S. farm
 
     19   agriculture is the only U.S. industry that affords
 
     20   such wonderful benefits and safety nets already.
 
     21                  Thirdly, crop insurance programs are



 
     22   on the right track and need to continue to be
 
     23   defined and refined through farmer education.
 
     24                  Fourthly, past USDA policies have
 
     25   done nothing but encourage farmers to withhold their
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      1   inventories even when prices are very profitable.
 
      2   The answer is not in extending loans and making it
 
      3   easier to stockpile grain, but to encourage farmers
 
      4   to stay current using healthy risk management tools
 
      5   and to operate the farm as a financial business.  I
 
      6   would like to underline that farm production is for
 
      7   sale every year, not for storing.
 
      8                  Lastly, I recommend that future
 
      9   policies avoid the bailing out stigma associated
 
     10   with low commodity prices.  U.S. producers should be
 
     11   professionals, not welfare recipients.  Future farm
 
     12   subsidy money should be issued for practical
 
     13   business needs; simply, let's teach them how to fish
 
     14   instead of giving them fish every time something
 
     15   goes wrong.  For example, let's give them training
 
     16   and incentives to become effective marketers and
 
     17   risk managers.  The FCC recently agreed to increase
 
     18   funding for Internet hookups for schools and
 
     19   libraries by one billion dollars.  Cannot rural
 
     20   Internet access be done at the same time?  Canada
 
     21   has already done this, with 80 percent of its



 
     22   producers on-line.  It makes us look like a joke.
 
     23                  As the U.S. farm population continues
 
     24   to disintegrate another 30 percent in the next three
 
     25   to five years, we must assist those farmers who
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      1   possess the talents to remain with the necessary
 
      2   business skills, equipment, technology, and
 
      3   education.
 
      4                  Ladies and gentlemen, my idea is to
 
      5   modernize the producer himself, like the very
 
      6   tractor he drives, so that he is capable of using
 
      7   and managing economics 101, not his sweat.  American
 
      8   farm policy has to start laying profitable
 
      9   incentives down; it's a business just like any other
 
     10   business.
 
     11                  Let's face three additional facts, if
 
     12   you will.  Nothing else has really worked.  It's not
 
     13   the commodity prices.  Ample profits have been
 
     14   available since 1994 up until now.  It's time to be
 
     15   creative as opposed to defensive, even if to
 
     16   subsidize a part-time secretary and a computer to
 
     17   put the producer's business house in 21st century
 
     18   order and subsidize retraining programs and
 
     19   assurances on the contrary.
 
     20                  Envision a profitable U.S.
 
     21   agricultural industry instead of worrying how to



 
     22   keep all of America's producers happy and in the
 
     23   business, which has created nothing more than
 
     24   politicized, socialized, and costly defense no-win
 
     25   strategies.  Imagine demand being naturally enhanced
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      1   by balanced producer production, trade, and
 
      2   profitability.  Let's move to the heart of the
 
      3   matter, which will move U.S. agriculture forward.
 
      4                  Thank you very much.  Are there any
 
      5   questions?
 
      6                  MR. GALVIN:  Thank you.  Appreciate
 
      7   your statement.  I think there's been some effort
 
      8   over the last few years to try to make more progress
 
      9   on what I'd call the risk management side of
 
     10   things.  And, as you know, it's been pretty
 
     11   difficult.  But if you look at the expansion we've
 
     12   seen in the crop insurance program over the last,
 
     13   say, five years, I think it's been a pretty sizable
 
     14   increase.  Just this past spring, I think we tried
 
     15   to do in part what you're suggesting, and that is
 
     16   taking some of the money that was otherwise destined
 
     17   just for farm payments and providing them instead as
 
     18   incentive payments to those who would go out and buy
 
     19   crop insurance, especially the so-called buy-up crop
 
     20   insurance policies that really would offer better
 
     21   coverage and I think also encourage farmers, as they



 
     22   buy that crop insurance, to also think in terms of
 
     23   forward pricing some of their commodities.
 
     24                  So I think to some extent we're --
 
     25   you know, we are moving in that direction, but
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      1   clearly there's more that needs to be done because
 
      2   of all the problems making crop insurance work from
 
      3   one region to another.  You know, it seems to work
 
      4   better in the Midwest, for example, than in some
 
      5   regions in the South and Southwest.  But I can
 
      6   assure you that this whole desire to, quote, fix
 
      7   crop insurance - and it's something that I know
 
      8   Chairman Combast (sp) and others are working on as
 
      9   well - but it remains a real high priority for
 
     10   Secretary Glickman as well as a number of members of
 
     11   Congress.
 
     12                  MR. ALLEN:  May I add something
 
     13   else?
 
     14                  MR. GALVIN:  Sure.
 
     15                  MR. ALLEN:  Luger's (sp)
 
     16   representation of the risk management program, I
 
     17   think he proposed last week or the week before eight
 
     18   different pieces of risk management farmers could
 
     19   use.
 
     20                  I would like to just say on public
 
     21   record that that is so kindergarten that it just



 
     22   makes my heart sick.  It's not going anywhere and
 
     23   they're not taking the step that they need to take.
 
     24                  MR. GALVIN:  Okay.  Thank you.
 
     25                  MR. ALLEN:  Thank you very much.
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      1                  MR. PURCELL:  Next we'll hear from
 
      2   Ron Cox from Sales U.S.A, Inc.
 
      3                  MR. COX:  Good afternoon, ladies and
 
      4   gentlemen.  My name is Ron Cox.  I am the CEO of
 
      5   Sales U.S.A, Inc. of Salado, Texas.  Our company
 
      6   processes lemon juice concentrate and lime juice
 
      7   concentrate.  We're a small business in a very
 
      8   competitive category.
 
      9                  I'd like to take this opportunity to
 
     10   commend the USDA and the USTR for holding this
 
     11   important listening session on the agricultural
 
     12   negotiations of the World Trade Organization in
 
     13   Austin, Texas.  And I certainly want to take this
 
     14   opportunity to thank Commissioner Combs and the
 
     15   State of Texas for this magnificent meeting place.
 
     16                  Mr. Chairman, I fully support
 
     17   liberalization of global agricultural markets.  I
 
     18   also am in full favor of reducing and eliminating
 
     19   tariff and non-tariff barriers in agricultural
 
     20   trade.  But as you know, trade is a two-way street.
 
     21   If we want other countries to reduce or eliminate



 
     22   their tariffs and non-tariff barriers on
 
     23   agricultural products, then we must also do the
 
     24   same.  A case in point is the U.S. tariff for frozen
 
     25   lemon juice concentrate, which at present is some 50
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      1   to 60 percent of the value of the imported product.
 
      2   Ladies and gentlemen, this is an excessively high
 
      3   tariff.  As a matter of fact, the U.S. has the
 
      4   highest tariff of any country in the world for
 
      5   frozen lemon juice concentrate.  This high tariff
 
      6   has caused a small company like Sales U.S.A to pay
 
      7   more than $600,000 in tariffs over the last years.
 
      8                  The reason this tariff is so
 
      9   excessively high is because we are protecting a
 
     10   couple of U.S. companies.  Even the European Union,
 
     11   which also has an important lemon juice industry in
 
     12   Spain and Italy, assesses only a 15 percent ad
 
     13   valorem tax on their imports of frozen lemon juice
 
     14   concentrate.  How can we talk about other countries
 
     15   reducing tariffs on our agricultural products when
 
     16   we have such excessively high tariffs for
 
     17   agricultural products?
 
     18                  This kind of prohibitive high tariffs
 
     19   puts businesses like mine at a disadvantage
 
     20   vis-a-vis my competitors in Europe and Canada, to
 
     21   name a few.  They have access to lower priced frozen



 
     22   lemon juice concentrate than Sales U.S.A.  I either
 
     23   have to pay the high tariff or buy it here in the
 
     24   U.S. at a very high price.  This tariff causes an
 
     25   artificially high price for lemon juice to
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      1   consumers.
 
      2                  I recommend that the tariff on frozen
 
      3   lemon juice concentrate be eliminated immediately as
 
      4   part of the WTO agricultural negotiations.  I would
 
      5   also like to recommend that the harmonized tariff
 
      6   schedule of the U.S. be simplified in order to make
 
      7   it easier for small businesses like mine to use.
 
      8   Specifically, I'd like to propose that so-called
 
      9   special tariff rates be converted to ad valorem
 
     10   tariff rates.  It would be much easier and
 
     11   transparent if all agricultural tariffs would be
 
     12   based on a percentage of the value of the product,
 
     13   or ad valorem tariff rates.
 
     14                  Thank you for your attention to this
 
     15   important matter for my company.  I look forward to
 
     16   working with our U.S. negotiators in achieving the
 
     17   elimination of excessively high and unfair
 
     18   agricultural tariffs as part of the WTO
 
     19   negotiations.
 
     20                  MR. GALVIN:  Thank you, Mr. Cox.  I
 
     21   was unaware of this specific issue, so I don't



 
     22   really have any comment.  But it's interesting.
 
     23                  MS. BOMER-LAURITSON:  I just have a
 
     24   question.  Where do you source most of your product
 
     25   now?
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      1                  MR. COX:  After I buy it, I store it
 
      2   in our own freezer.
 
      3                  MS. BOMER-LAURITSON:  No.  Source it.
 
      4   Where do you buy it from, what countries or
 
      5   domestic --
 
      6                  MR. COX:  It's a commodity and it's
 
      7   produced in several countries.  We've bought from
 
      8   Spain and, of course, California, Arizona.  Mexico
 
      9   has just had a plant come on-line in recent years
 
     10   and we've bought from them, and also Argentina and
 
     11   Uruguay.  But it's -- we're paying something less
 
     12   than $6 now and the tariff is -- has a complicated
 
     13   formula to come to the tariff, to figure the
 
     14   tariff.  And we're paying something under $6, and
 
     15   the tariff is something over 2.50.  So when you're
 
     16   buying 52 gallons to the drum and 70 drums in the
 
     17   container, you're talking about a lot of tariff.
 
     18                  MR. GALVIN:  You mentioned that you
 
     19   buy at least some of it from Spain.  And that makes
 
     20   me wonder, does Spain subsidize the export of the
 
     21   product, and is the high tariff intended in part to



 
     22   kind of offset the effect of that high export
 
     23   subsidy and therefore maybe level things out a bit?
 
     24                  MR. COX:  I don't think I can tell
 
     25   you what you want to know about that, because we've
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      1   bought from Spain in the past.  And in the past, I'm
 
      2   talking 10 years ago.  So I'm not sure.
 
      3                  MR. GALVIN:  Oh, okay.  That's all
 
      4   right.
 
      5                  MR. COX:  I sincerely thank you for
 
      6   the opportunity.
 
      7                  MR. GALVIN:  Thank you.
 
      8                  MR. PURCELL:  And our final speaker
 
      9   for the afternoon, Kathy Reavis, American
 
     10   Agriwomen.
 
     11                  MS. REAVIS:  American Agriwomen is a
 
     12   national organization comprised of 50,000 member of
 
     13   54 affiliate and commodity organizations across the
 
     14   nation.  We believe that farmers and producers
 
     15   should be represented in the decision-making process
 
     16   whenever tariffs, embargoes, and trade negotiations
 
     17   are involved.  We do not believe that food should be
 
     18   used as a political football.  Thus a thank you to
 
     19   USDA and USTR for this listening session on
 
     20   agriculture before this next round of trade talks.
 
     21                  Our most important message to this



 
     22   group today is that U.S. farmers and ranchers must
 
     23   be able to utilize biotechnology and
 
     24   genetically-modified organism products, or GMO's, in
 
     25   all avenues of global trade, without the
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      1   unscientific application of unfair trade barriers to
 
      2   future exports.  The technology of
 
      3   genetically-modified organisms is touching
 
      4   agriculture across our nation and globally, and
 
      5   provides a shrinking number of farmers with the
 
      6   tools to produce a safe and abundant food supply for
 
      7   the world.
 
      8                  We believe in the pursuit of
 
      9   biotechnological applications that promise to save
 
     10   lives or improve the quality of life, while avoiding
 
     11   applications that do not respect human rights or
 
     12   that carry risks that outweigh the potential
 
     13   benefits.
 
     14                  Another priority would be the strict
 
     15   implementation of international trading rules to
 
     16   prevent unfair trade practices by competing
 
     17   countries and to require full compliance with
 
     18   existing trade agreements.  American Agriwomen not
 
     19   only upholds careful monitoring of existing trade
 
     20   agreements and international treaties, but also the
 
     21   activities of the United Nations to ensure equitable



 
     22   treatment of U.S. ag interests.
 
     23                  In conclusion, we urge USDA and USTR
 
     24   to include the issue of utilization of
 
     25   scientifically valid biotechnological methodology
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      1   and resulting GMO's as a strong component in the
 
      2   upcoming Seattle round of WTO negotiations.  And
 
      3   two, not just free trade but fair trade.
 
      4                  Once again, on behalf of American
 
      5   Agriwomen, I want to thank you for coming to Austin,
 
      6   Texas and giving us this opportunity to comment on
 
      7   this important issue.  Thank you.
 
      8                  MR. GALVIN:  Thank you.  I'd like to
 
      9   say on the whole GMO issue and the continuing
 
     10   problems that we're having in Europe, it seems to me
 
     11   that one part of the debate that is missing is just
 
     12   really the lack of direct debate between our
 
     13   producers and European producers.  I think a lot of
 
     14   what has occurred thus far has been the -- you know,
 
     15   the companies that make these products, they've been
 
     16   trying to gain access into Europe, and, of course,
 
     17   we've been talking about the issue government to
 
     18   government, but I really haven't seen much direct
 
     19   discussion between producers in the U.S. and in
 
     20   Europe.  And it may be that we should look for
 
     21   opportunities to encourage more people such as



 
     22   yourself to talk to their counterparts in Europe so
 
     23   that, you know, hopefully we can come to a better
 
     24   understanding as to what the issues are.  And, you
 
     25   know, you can tell them probably better than we
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      1   could from a personal perspective why you want to
 
      2   use the technology here and perhaps why you think
 
      3   it's safe and that sort of thing.
 
      4                  MR. REAVIS:  In June in D.C., we did
 
      5   have a symposium on GMO's.  And one of the speakers
 
      6   was Tasos Haniosis (sp) --
 
      7                  MR. GALVIN:  Yes.  Very good.
 
      8                  MR. REAVIS:  Okay.  And he presented
 
      9   a lot of valid suggestions for us.  And we had a
 
     10   good one there.
 
     11                  MR. GALVIN:  Okay.  Glad to hear
 
     12   that.
 
     13                  MS. COMBS:  I also speculate you're
 
     14   more credible sometimes.
 
     15                  MR. REAVIS:  Well, hope so.  Thank
 
     16   you.
 
     17                  MS. COMBS:  I'd just like to say how
 
     18   much we here in Texas appreciate you-all coming from
 
     19   Washington.  It's a little hot here.  Sorry it
 
     20   couldn't be a little bit cooler.  But the whole
 
     21   issue is so very, very important, and we really urge



 
     22   all of you to, as I know you will, take these
 
     23   comments to heart.  There were a lot of specific
 
     24   issues raised as well as a lot of general issues,
 
     25   but all of us are very, very interested in
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      1   agriculture thriving, not just surviving.  And trade
 
      2   is a huge component in that flourishing that we
 
      3   would like to see.
 
      4                  MR. GALVIN:  And again, Susan, thank
 
      5   you for organizing all of this.  We really do
 
      6   appreciate it.  It has been very beneficial, I know
 
      7   to me, to come out here today.
 
      8                  You know, I really think at the end
 
      9   of the day or at the end of the whole process we
 
     10   really have to ask ourselves, is trade good for U.S.
 
     11   agriculture or is it bad, you know?  And I think we
 
     12   can, in general, make the case now that we're still
 
     13   exporting a lot more than we're importing.  And if
 
     14   we were to lose the markets we currently have, then
 
     15   boy, we think agriculture is in trouble today, it
 
     16   would really be in trouble if we were to lose the
 
     17   export markets that we currently have.
 
     18                  But I realize that that is not, you
 
     19   know, good enough for people that are currently
 
     20   facing 2.50 wheat and $2 corn and the whole bit.
 
     21   And that's why, you know, we hear your message loud



 
     22   and clear that we've got to work much, much harder
 
     23   to make sure that we do increase market access for
 
     24   U.S. products and do provide a fair opportunity for
 
     25   our producers.  Because our producers can compete, I
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      1   think, if they are given that opportunity.
 
      2                  So again, thank you.
 
      3                  MS. BOMER-LAURITSON:  Thank you.  I
 
      4   wanted to thank all of you.  I know Texas is a big
 
      5   state; Louisiana is far away and a lot of you have
 
      6   made a major effort to come here today.  And I think
 
      7   that shows your commitment, as well, to work with us
 
      8   on policies and objectives that will benefit you.
 
      9                  So I want to thank each and every one
 
     10   of you who spoke, as well as those who sat in the
 
     11   audience and listened for participating and joining
 
     12   with us and providing us guidance.
 
     13                  MR. ACETO:  I'd just like to second
 
     14   that as well and to say that, you know, in my
 
     15   building in the State Department, part of my job is
 
     16   always educating other people about agriculture,
 
     17   because it's not something we deal with on a daily
 
     18   basis.  And coming today and listening to what
 
     19   everyone said today just reaffirms the feeling I've
 
     20   had is that people -- I don't think that people
 
     21   outside of agriculture realize the complexity and



 
     22   sophistication of the sector.  And I've been very
 
     23   impressed.  I think by in large, people know what
 
     24   the issues are, they know what's coming up in these
 
     25   trade negotiations.  And I think it's been good to
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      1   hear a lot of our feelings on what we should be
 
      2   doing confirmed by what you've told us today.
 
      3                  So thanks very much.
 
      4
 
      5                     (SESSION CLOSED.)
 
      6
 
      7                           -oOo-
 
      8
 
      9
 
     10
 
     11
 
     12
 
     13
 
     14
 
     15
 
     16
 
     17
 
     18
 
     19
 
     20
 
     21



 
     22
 
     23
 
     24
 
     25
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      2   STATE OF TEXAS      )
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      4
 
      5
 
      6             I, REBECCA KING, Certified Court Reporter
 
      7   for the State of Texas, do hereby certify that the
 
      8   above and foregoing pages constitute a true and
 
      9   correct transcription of the World Trade
 
     10   Organization Negotiations Public Listening Session.
 
     11
 
     12        Witness my hand on this the 23rd day of July,
 
     13   1999.
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